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CERTAIN DEFINITIONS

L] "

Unless the context requires otherwise, all references in this report to “Citadel,” the “Company,” “we,” "us,
“our" and similar terms refer to Citadel Broadcasting Corporation and its consolidated subsidiarics, which would
include any variable interest entities that are required to be consolidated by the primary beneficiary under the
requirements of Financial Accounting Standards Board (“*FASB") Interpretation No. 46(R), Consolidation of
Variable Interest Entities, an Interpretation of ARB No. 51.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Certain matters in this report, including, without limitation, certain matters discussed in Management's
Discussion and Analysis of Financial Condition and Results of Operations and in Quantitative and Qualitative
Disclosures about Market Risk, constitute “forward-looking statements” within the meaning of Section 27A of
the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended,
Those statements include statements regarding the intent, belief or current expectations of Citadel, its directors or
its officers with respect to, among other things, future events and financial trends affecting the Company.

Forward-looking statements are typically identified by the words “believes,” “expects,” “anticipates,”
“continues,” “intends,” “likely,” “may,” “plans,” "potential,” “will,” and similar expressions, whether in the
negative or the affirmative. All statements other than the statements of historical fact are *‘forward-looking
statements” for the purposes of federal and state securities laws, including, without limitation, any projections on
pro forma statements of eamings, revenues or other financial items; any statements of the plans, strategies and
objectives of management for future operations, including the expected effect of the business combination with
ABC Radio Holdings, Inc.; any statements concerning proposed new services or developments; any staiements
regarding future economic conditions or performance; any statements of belief; and any assumptions underlying
any of the foregoing. In addition, any statements that refer to expectations or other characterizations of future
events or circumstances arc forward-looking statements.

Readers are cautioned that any such forward-looking statements are not guarantees of future performance
and that matters referred to in such forward-looking statements involve known and unknown risks, uncertainties,
and other factors, some of which are beyond our centrol, which may cause actual results, performance or
achievements of the Company to be materially different from any future results, performance or achievemenis
expressed or implied by such forward-looking statements. Such factors include, among other things, the impact
of current or pending legislation and regulation, antitrust considerations, the impact of pending or future
litigation or claims, and other risks and uncertainties, including, but rot limited to: changes in economic
conditions in the U.S.; fluctuations in interest rates; changes in market conditions that could impair Citadel’s
goodwill or intangible assets; changes in industry conditions; changes in governmental regulations; changes in
policies or actions or in regulatory bodies; changes in uncertain tax positions and tax rates; changes in dividend
policy; changes in capital expenditure requirements; the risk that the business combination with ABC Radio
Holdings, Inc. may be less favorable for the Company than originally expected; as well as those matters
described in Item 1A. “Risk Factors.” -

All forward-looking statements in this report are qualified by these cautionary statements. The Company
undertakes no obligation to publicly update or revise these forward-looking statemenis because of new
information, future events or otherwise.




PART 1
ITEM L. BUSINESS

In January 2001, Citadel Broadcasting Corporation, a Delaware corporation (the *Company”), was formed
by affiliates of Forstmann Little & Co. (“FL&Co.") and acquired substantially all of the outstanding common
stock of our predecessor company in a leveraged buyout transaction. Citadel Broadcasting Company, a Nevada
company and wholly-owned subsidiary of Citade]l Broadcasting Corporation, is referred to as “Citadel
Broadcasting.”

On February 6, 2006, the Company and Alphabet Acquisition Corp., 2 wholly-owned subsidiary of the
Company (“Merger Sub”), entered into an Agreement and Plan of Merger with The Walt Disney Company
(“TWDC") and ABC Radio Holdings, Inc., formerly known as ABC Chicago FM Radio, Inc. (*ABC Radio”), a
Delaware corporation and wholly-owned subsidiary of TWDC (the “Agreement and Plan of Merger™). The
Agreement and Plan of Merger was subsequently amended as of November 19, 2006, The Company refers to the
Agreement and Plan of Merger, as amended, as the “ABC Radio Merger Agrcement.” .

The Company, Merger Sub, TWDC and ABC Radio consummated the (i) separation of the ABC Radio
Network business and 22 ABC radio stations (coltectively, the “ABC Radio Business") from TWDC and its
subsidiaries, (ii) spin-off of ABC Radio, which holds the ABC Radio Business, and (iii) merger of Merger Sub
with and into ABC Radio, with ABC Radio surviving as a wholly-owned subsidiary of the Company (the
“Merger”).

Prior to June 12, 2007, pursuant to the Separation Agreement by and between TWDC and ABC Radio, dated
as of February 6, 2006 and amended on November 19,.2006 (the “Separation Agreement”), TWDC consummated
a series of transactions to effect the transfer 1o ABC Radio and its subsidiaries of all of the assets relating to the
ABC Radio Business and the transfer 10 other TWDC's subsidiaries and affiliates the remaining asscts not
relating to the ABC Radio Business. In connection with those transactions, TWDC or one of its affiliates retained
cash from the proceeds of debt incurred by ABC Radio on June $, 2007 in the amount of $1.35 billion (the “ABC
Radio Debt”). Following these restructuring transactions by TWDC, and immediately prior to the effective time
of the Merger on June 12, 2007, TWDC distributed all of the outstanding common stock of ABC Radio pro rata
to TWDC's stockholders through a spin-off (the “Spin-Off™). In the Spin-Off, each TWDC stockholder received
approximately 0.0768 shares of ABC Radio commeon stock for each share of TWDC common stock that was
owned on June 6, 2007, the TWDC record date for purposes of the Spin-Off.

Immediately following the Spin-Off and pursuant o the ABC Radio Merger Agreement, on June 12, 2007,
Merger Sub was merged with and into ABC Radio, with ABC Radio continuing as the surviving corporation and
becoming a wholly-owned subsidiary of the Company. Immediately thereafter, the separate corporaie existence
of Merger Sub ceased, and ABC Radio was renamed Alphabet Acquisition Corp. The Merger became effective
on June 12, 2007, at which time each share of ABC Radio common stock was converted into the right to receive
one share of the Company's commuon stock. As a result, the Company issued 151,707,512 shares of its common
stock to TWDC's stockholders. Immediately following the Merger, the Company's pre-merger stockholders
owned approximately 42.5%, and TWDC's stockholders owned approximately 57.5% of the outstanding
common stock of the Company.

Also, on June 12, 2007, 10 effectuate the Merger, the Company entered into a new credit agreement (the
“Senior Credit and Term Facility" as described more fully under the ltem 7. “Senior Debt” section below) with
several lenders to provide debt financing to the Company in connection with the payment of the special
distribution on June 12, 2007 immediately prior to the closing in the amount of $2.4631 per share to all
pre-Merger holders of record of Company common stock as of June 8, 2007 (the “Special Distribution”), the
refinancing of Citadel Broadcasting's existing senior credit facility, the refinancing of the ABC Radio Debt and
the completion of the Merger.




The Company’s consolidated balance sheet as of December 31, 2007 includes the acquired assets and
assumed liabilities of ABC Radio. The Company’s consolidated statements of operations and of cash flows also
include the operating results of the ABC Radio Business subsequent to the closing date of June 2, 2007. Other
than the estimated fair value of FCC licenses, which has been completed as of December 31, 2007, the allocation
of the purchase price of ABC Radio to assets acquired and liabilities assumed is based on a preliminary
determination as of December 31, 2007. Pro forma amounts for 2007 and 2006 have been adjusted for the results
of ABC Radio and any significant dispositions. For additional information regardmg the determination of these
pro forma amounts, see Note 3 to the consolidated financial statements,

In connection with the consummation of the transactions contemplated by the Separation Agreemenl and the
ABC Radio Merger Agreement, as of June 12, 2007, the Company, TWDC, and ABC Radio entered into a Tax
Sharing and Indemnification Agreement (the “Tax Sharing and Indemnification Agreement”) that allocates
(i) the responsibility for filing tax returns and preparing other tax-related information and (ii) the liability for
payment and the benefit of refund or other recovery of taxes. The Tax Sharing and Indemnification Agreement
also provides for certain additional representations, warranties, covenants and indemnification provisions relating
to the preservation of the tax-free status of TWDC’s internal restructuring and the distribution of ABC Radio
common stock to the stockholders of TWDC in the Spin-Off. ’

Citadel is the third largest radio broadcasting company in the United States based on net broadcasting
revenue. The Company now operates in two reportable segments in accordance with guidance provided by
Statement of Financial Accounting Standards (*SFAS") No. 131, Disclosures abom Segments of an Enterprise
and Related Information. Radio stations serving the same geographlc area (i.e,, principally a city or combination
of cities) that are owned and/or operated by the Company are referred 10 as a market, and the Company
aggregates the markets in which it operates into one reportable scgmem (“Radio Markets”). In addition, the
Company also owns and operates the ABC Radio Network (“Radio Network™), which produces and distributes a
variety of radio programming and formats and syndicates across approximately 4,000 station affiliates and 8,500
program affiliations, and is a separate reportable segment as defined by SFAS No. 131.

Radio Markets . . )

As of February 22, 2008, we owned and operated 165 FM and 58 AM radio stations, with a national
footprint reaching more than 50 markets located in 27 states and the District of Columbia. The Radio Markets
generate substantially all of their revenue from the sale of advertising to local, regional and national spot
advertisers. We have a well-clustered radio station portfolio that is diversified by programming formats,
geographic regions, audience demographics and advertising clients. We face more competition in the larger
markets that rank in the top twenty in the country based on total market revenue. However, our stations are
dominant in middle and smaller markets, where we rank first or second in audience share in 28 of our
54 metropolitan markets rated by The Arbitron Ratings Company (**Arbitron”). Our top 25 markets accounted for
approximately 71% of the 2007 Radio Markets segment revenue as reported. On a pro forma basis for the year
ended December 31, 2007, adjusted for the results of ABC Radio and any significant dispositions, our top
25 markets contributed approximately 76% of Radio Markels segment revenues. For additional information
regarding the determination of these pro forma amounts, see Note 3 to the consolidated financial statements, For
the year ended December 31, 2007, the Radio Markets segment contributed approximatety 80% on a pro forma
basis of our consolidated pro forma het revenues and representéd approximately 79% of total assets. Since the
allocation of the purchase price of ABC Radio 1o assets acquired and liabilitics assumed is based on a
preliminary determination, except for the estimated fair value of FCC licenses, which has beén completed as of
December 31, 2007, goodwill of approximately $634.1 mllhon related to ABC. Radio has not yet been allocated
among the segments,

Radio Network

We believe that the Radio Network business’ programming appeals to a broad audience. The Radio
Network business produces and distributes a variely of programs and formats to affiliates, including syndicated
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talk and music programs. The Radio Network has 7 of the top 10 and 14 of the top 25 programs in network radio
according to RADAR® 95, December 2007 (Audiences to Commercials Within Programs). Our Radio Network
syndicated programming features popular personalities including Paul Harvey, Sean Hannity, Tom Joyner and
Michael Baisden.

The Radio Network business provides its affiliates with selected proprictary and syndicated content,
including ABC News, a leading product in radio news, nine 24-hour music formats and targeted programming for
urban and Hispanic formatted stations, enabling affiliates to meet their programming needs on a cost-effective
basis. In exchange for the right to broadcast the Radio Network programming, its affiliates remit a portion of
their advertising time, and in some cases an additional cash fee. In general, the Radio Network business
distributes its proprietary content on a non-exclusive basis to several stations in a market on both a branded and
non-branded basis. The syndicated content, as well as the 24-hour formats, are generally offered on an exclusive
basis to one station in a market. The Radio Network also gencrates advertising revenue by embedding a defined
number of advertising units in its syndicated programs, which it sells to advertisers at premium prices. In certain
cases, the Radio Network business compensates its affiliates in major markets for carrying specific programming
in order to ensure that such programming has the desired national coverage or to maintain a desired commercial
inventory level, '

The Radio Network business generates substantially all of its revenue from the sale of advertising time
accumulated from its affiliate stations, The Radio Network divides the aggregated inventory into packages
focused on specific demographic groups and sold to its advertiser clients who want to reach the listeners who -
comprise those demographic groups. The Radio Network business has 15 targeted advcrusmg networks, which
offer advertisers the opportunity to efficiently reach a varicty of demographic groups on a national basis. By
purchasing' airtime on a network basis rather than station by station, advertisers are able to cfficiently and
effectively reach their desired demographic on a national and regional basis. Since the Radio Network business
generally sells its advertising time on & nationa) network basis rather than station by station, the Radio Network
generally does not compete for advertising dollars with its radio station affiliates.

The Radio Network is also the exclusive sales representative for the ESPN Radio Network content,
providing both sales and distribution services. ESPN produces the network’s programming which includes ESPN
SportsCenter; Mike & Mike In The Morning, hosted by Mike Greenberg and former NFL player Mike Golic, as
well as national broadcasts of Major League Baseball, the NBA, and Bowl Championship Series. The ESPN
Radio Network Sales Representation Agreement, entered into as of June 12, 2007, the closing date of the Merger,
sets forth the terms under which the Radio Network acts as the exclusive sales  representative for the ESPN Radio
Network. The Radio Network provides a sales staff to solicit and negotiate the sale of advertising on behalf of the
ESPN Radio Network and to manage the advertising trafficking, billing and collection functions in exchange for
20% of all net sales generated on behalf of the ESPN Radio Network for the initial two-year term of the
agreement. The agreement will be renewed for two successive one-year renewal periods if certain sales levels are
achieved.

For the year ended December 31, 2007, the Radio Network segment contributed approximately 20% on a
pro forma basis of our consolidated pro forma net revenues and represented approximately 2% of total assets. For
additional information regarding the determination of these pro forma amounts, see Note 3 to the consolidated
financial statements. Additionally, since the allocation of the purchase price of ABC Radio to assets acquired and
liabilities assumed is based on a preliminary determination, except for the estimated fair value of FCC licenses,
which has been completed as of December 31, 2007, goodwill of approximately $634.1 million related to
ABC Radio has not yet been allocated among the segments.




Our Station Portfolio

The table below summarizes the metropolitan markets in which we owned and operated radio stations as of

February 5, 2008,

Los Angeles, CA ...................
NewYork, NY ........... ... ..
Chicago, il ..............cooi it
Dallas/fFt. Worth, TX ................
San Francisco,CA ..................
Aldania, GA . ......... ..ot
Washington, DC ....................
Detroit, M1 ... ... ...,
Minneapolis/St. PauL, MN . ...........
Salt Lake City, UT ................ ..
Nashville, TN ........ ..o,
Buffalo/Niagara Falls, NY _...........
New Orleans, LA ...................
Memphis, TN .......... ... ... 0t
Providence,RI ... .... .. ... ... ...,
Tucson, AZ ... ie ittt
Qklahoma City, OK(5) ..............
Birmingham, AL . ...................
Albuguerque, NM(S) ................
Grand Rapids, ML ...................
Knoxville, TN ....... ... .. ... ...
Harrisburg/Carlisle/York, PA .. ........
Baton Rouge, LA ...................
Des Moines, [A ............ccovutn
Litle Rock, AR(5) ........... ... ..
Columbia, SC ....... it
Syracuse, NY ..........cciiieianit
Colorado Springs, CO ...............
Reno, NV ... ... ... i
Allentown/Bethlehem, PA .. ..........
Boise,ID.....ooiv ittt
Charleston, SC(5) ..................
Modesto,CA ...........cvivirrinaes
Wilkes-Barre/Scranton, PA ...........
Chattanooga, TN ... ..........ovvvien
Portland, ME(5) ....... ..ot
Lafayette, LA(5) ...................
Saginaw/Bay City. MI(5) ............
Lansing/East Lansing, MI ............
Springfield, MA ....................
Johnson City/Kingsport/Bristol, TN . .. ..
Flint, MI ... e
Portsmouth/Dover/Rochester, NH ......
Lancaster, PA . ... ... .. ity
Worcester, MA ... ........ ... ... ...
Stockton, CA .........ci i
Binghamton, NY ....................

Market
Revenue

Rank

147
th)
171
177

Number of
mer:t':;d Qur Station
Cormmerca Number G O,
Stations in  Number of Qur Station Audience _Group
the Market  Stations (1){(2) Owners Share Revents
inthe Rank Rank
F_M' ﬂ FM AM Market Share (3 {4)
38 35 1 1 22 43 6 5
39 35 1 1 21 53 3 4
43 42 | 1 23 5.8 5 6
37 3 2 1 21 7.1 6, 4
42 21 — 2 17 9.1 4 4
26 46 2 _— 23 66 5 6
26 29 2 | 14 9.1 4 3
23 21 2 1 13 119 K] 4
19 2 5 —_ 15 154 3 3
29 23 5 I 16 15.5 K] 2
2] 27 2 — 22 9.5 4 4
12 i3 3 — 7 16. K] 3
19 17 4 —_ 14 8.} 3 3
21 2t 4 — 12 16.8 2 3
15 I8 4 2 12 254 | |
16 14 3 2 tL. 157 3 2
22 15 .3 2 13 14.0 3 |
19 21 4 2 1 157 3 2
23 15 4 3 12 23.9 | 1
16 14 4 | 11 16.9 3 3
13 21 4 1 15 25.2 | 1
12 11 3 - 10 10.3 3 3
14 7 3 2 7 264 1 K]
14 9 4 ¥ 7 230 3 3
22 13 4 3 10 26.6 l 1
16 11 4 ] 8 154 3 K]
19 12 3 } 7 12.1 3 2
4 8 4 2 10 29.7 1 1
17 10 3 | 10 228 2 2
7 10 2 _ 7 19.1 2 3
18 11 4 2 8 29.0 | 1
i 10 3 | 11 16.8 2 1
16 6 5 | 8 265 | l
21 i8 5 | 11 204 2 2
15 14 3 1 13 18.8 2 2
17 8 4 —_ 4 21.7 2 2
19 10 4 I 10 253 2 2
15 5 4 -— 7 27.0 1 1
11 6 4 2 4 39.6 l 1
11 9 ] 1 7 9.2 4 3
14 21 2 3 13 17.4 2 2
9 7 1 i 77 3 3
10 6 4 —_ 5 12.9 l 2
6 4 1 1 6 8.1 2 1
5 B K] — 7 11.6 3 2
10 3 2 —_ 4 15.4 | |
12 5 3 2 5 309 1 1




Number of

Operated. Our Staté

rat. ta

Commercial Number émpon Sgri:n
. Stations in  Number of U_I'Ir Station Audience Group
Market the Market  Stations (142) Owners _________Share Revenue
Revenue in the Renk Rank

Rank LM_ AM ™ AM  Market Share (3} @)

New London, CT ................... 181 8 2 3 i 3 16 3 2

Erie, PA ... 182 8 5 3 ! 4 28.5 2 2

Muskegon, ML................, S 227 8 3 4 i 2 14.6 2 2

Tuscaloosa, AL ............... e 229 9 5 4 1 5 27.3 1 2

Muncie-Marion, IN .. ................ 234 6 4 1 1 3 10.4 3 3

New Bedford, MA .. ................ 271 7 5 l l 4 15.4 1 1

Augusta/Waterville ME . ............. 281 8 3 2 2 2 150 2 2

Other(6) ......cviviviie e, N/A N/A _i - N/A NR N/A

Total .............coivvinn... 165 58
NR Not rated.

N/A Information not available.

(1) The market assignments on this table reflect the way we cluster our regicnal station groups for accounting
and operational purposes and do not necessarily mean that the station is located in the metropolitan market
as defined by Arbitron or the Federal Communications Commission (*FCC"). Compliance with the FCC’s
local radic ownership limits is measured by reference to the number of stations a company holds in a
particular market as that market is defined by the FCC. For a discussion of the impact of the new FCC rules
on us and our station clusters, see “Federal Reguiation of Radio Broadcasting—Multiple Ownership Rules”
and “Federal Regulation of Radio Broadcasting—Time Brokerage.”

(2) In addition 1o the stations listed in this table, we are currently operating one FM siation serving the
Oklahoma City, OK market and one station serving the Knoxville, TN market under a local marketing
agreement. Also, we own two stations in Buffalo, NY and two stations in Salt Lake City, UT that are being
operated by third parties under local marketing agreements,

(3) The station group audience share rank is the ranking of our station group among all station groups within the
demographic of people ages 12+ based upon the total station group's audience share in that market as
presented by Arbitron, Inc. through BlA Financial Network, Inc.’s BIAfn's MEDIA Access Pro™.,

(4) The station group revenue rank is the ranking, by station group market revenue, of our station group among
all station groups in that market,

(5) In connection with the Merger, the Company is required Lo divest certain FM stations to comply with FCC
ownership limits, and therefore, these stations were assigned to a trust and are not included in the table
above. These include one station in Albuguerque, NM; one station in Charleston, SC; one station in
Lafayette, LA; three stations in Little Rock, AR two stations in Oklahoma City, OK; cne station in
Portland, ME; and one station in Saginaw, ML

{6} Includes radio stations in our Kokomo, IN and Presque Isle, ME markets, which are not rated by Arburon

Market and Indusiry Data

We based or derived the station and market data presented in this Form 10-K from a third-party source.
Unless otherwise indicated, we derived (i) our station group revenue ranking information for the full year 2007,
(ii) our 2007 market revenue rank, (iii) the number of owned and operated stations in the market, and (iv) the -
number of station owners in the market from BIA Financial Network, lnc.'s BIAfn's MEDIA Access Pro™
media rescarch reporting as of February 5, 2008. We derived the Fall 2007 audience share data presented in this
Form 10-K from Arbitron, Inc. through BIA Financial Network, Inc.’s BIAfn's MEDIA Access Pro™ media
research reponting as of February 5, 2008. While we believe this industry publication is reliable, we have not
independenty verified it.




Strategy

We are now the third largest radio group in the United States, and we operate one of the three largest radio
networks in the country. Thus, we are among the largest pure-play radio operators in the country with one of the
leading radio network syndication platforms, and we expect this will benefit us in an increasingly competitive
industry partly through our broader listener and customer base and more diverse revenue stream. Our size and
scope subsequent to the Merger should enable us 1o serve our markets and stations more efficiently. We may
seek opportunities, if available, to divest some of our stations. There can be no assurance as to whether any such
transactions will occur or, if they occur, the amount of proceeds they will generate, their timing or their other
terms. We are also continuing to evaluate the current on-air programming of the Radio Markets and the Radio
Network, including the ABC Radio Business, station and program branding and marketing, talent contracts/
programming costs and other station and network operating expenses to determine any changes that may be made
in order to improve our overal] performance. In addition, we intend to continue expanding and strengthening the
Radio Network business and reaching out to new affiliate stations for such growth.

Radio Markets

Operate and Develop Leading Station Clusters. We intend to continue our current strategy of focusing on,
among other things, the operation and development of leading station clusters, and we believe it is important to
own multiple stations in each of the markets in which we operate in order 1o maximize our ability to achieve
leadership positions, increase operating efficiencies and compete more effectively with other forms of local
media, We face more competition in the larger markets that rank in the top twenty in the country based on total
market revenue. However, our stations are dominant in middle and smatler markets, where we rank first or
second in audience share in 28 of our 54 Arbitron-rated metropolitan markets. Qur stations cover a wide range of
programming formats, geographic regions, audience demographics and advertising clients. We intend 1o focus
our attention on our stations in the larger markets, and we may seek opportunities, if available, to divest some of
our stations. Depending on market conditions, we would expect to generate between $75 million and
$175 million in sale proceeds over the next 12 to 24 months, which include proceeds from, among others, the
stations required to be divested as a result of the Merger as further described in the “Federal Regulation of Radio
Broadcasting” section below. There can be no assurance as to whether any such transactions will occur or, if they
occur, the amount of proceeds they will generate, their timing or their other terms.

Emphasize Programming. We analyze market research and competitive factors to identify the key
programming attributes that we believe will best position each station to develop a distinctive identity, or a local
brand, and to maximize its appeal to local audiences and advenisers, Our programming strategy includes
developing or contracting with significant on-air talent and creating recognizable brand names for selected
stations. We believe this strategy significantly enhances the presence, marketability and competitiveness of our
stations, leading to greater audience share and consequently higher revenues and operating income excluding
non-cash expenses (depreciation, amortizalion and amortization of non-cash stock compensation). We intend to
emphasize programming through both the Radio Network and at individual stations, which we believe will
develop a distinctive identity or brand and maximize our appeal to audiences and advertisers.

Build Geographic, Format and Customer Diversity. We seek to build geographic, format, and customer
diversity. Our stations are located in markets throughout the country that serve diverse target demographics
through a broad range of programming formats such as rock, country, adult contemporary, oldies, urban and
sports/news/talk. This diversity reduces, in part, our dependence on any particular local economy, market,
station, format, on-air personality or advertiser. Similarly, we seek to develop a broad base of focal and regional
adventisers. During the year ended December 31, 2007, we generated approximately 82% of our net broadcasting
revenue from local and regional advertising and approximately 18% from the sale of national adventising. No
single advertiser accounted for more than 10% of our net broadcasting revenue.

Apply Improved Sales and Marketing 10 Capture Greater Share of Advertising Revenues. The development
of a high-quality local sales organization in each of our markets is critical to our success. We face more
competition in the larger markets that rank in the top twenty in the country based on total market revenue.
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However, our stations are dominant in middle and smaller markets, where we rank first or second in revenue
market share in 32 of our 54 ranked markets. In each market, we assess our station portfolio, the local market
environment and the strength of our sales personnel to determine whether to pursue a “cluster sale” strategy or (o
create a separate sales force for each station. We place significant emphasis on recruiting quality sales people,
selting clear financial and sales goals and rewurding achievement of those goals with commissions and bonus
compensation. We also target regional sales, which we define as sales in regions surrounding our markets to
companies that advertise in our markets, through our local sales force. We reach national adventisers in
partnership with national representative firms, offering advertising time on individual stations or across our
overall network of statiens.

Participate in Local Communities. As a local sales and advertising medium, we place significant emphasis
on serving the local community, We believe our active involvement reinforces our position in local communities
and significantly improves the marketability of our radio broadcast time to advertisers who are targeting these
communities.

Oprimize Technicul Capubilities. We believe that a strong signal is an important compoenent of a station’s
success. We seek 10 operate stations with the strongest signals in their respective markets and view signal
strength as an important consideration in any acquisitions we make. We also intend to continue to focus on the
development of our station websites and advertising opportunities associated with the websites, as well as HD
Radio™,

Radio Network

The Radio Network focuses on three primary aspects: programming, technology and inlegrated sales. The
success of the Radio Network is driven by the delivery of compelling programming that listeners demand to hear
and stations wanl to air. By providing the best talent and the best shows, the Radio Network can secure
distribution of its content and maintain coverage of virtually all U.S. radio markets, reaching roughly 105 million
listcners each week. The Radio Network must strive to keep an independent status in the marketplace and
provide programming to all station groups, even competitors of the stations in our Radio Markets. As content is a
key focus, the Radio Network has to continually seek out and develop new talent and distribution opportunities
by securing strategic alliances with other station groups and non-traditional partners. Technology plays an
important role in not only the delivery of the programs directly 1o the stations in real-time, but also in regional
capabilities that deliver different content and advertising spots to specific parts of the country. Through an
integrated sales approach, the Radio Network sells traditional radio spots, but also offers a digital on-line
component, on-air mentions, live talent reads, regional copy-splits, event sponsorships and other revenue-
generating programs as part of an overall value that crosses a wide variety of programs.

Competition

We operate in a highly competitive industry, Our radio stations compete for audiences and advertising
revenue directly with other radio stations as well as with other media, such as broadcast television, newspapers,
magazines, cable television, satellite television, satellite radio, the Internet (and Internet radio), outdoor
advertising and direct mail within their respective markets, Qur radio stations also face increasing competition
from new consumer products such as portable digital audio players, which create new ways for individuals 10
listen to music and other content of their own choosing without traditional commercial advertisements. The
growth of Internet radio and the proposed merger of the two satellite radio companies, if approved, could result
in increased competition. Ovur audience ratings and market shares are subject to change, and any adverse change
in a particular market could have a material adverse effect on our revenue in that market and possibly adversely
affect our revenue in other markets.

Radio stations compete for listeners primarily on the basis of program content that appeals te a particular
demographic group. By building a strong listener base consisting of a specific demographic group in each of our
markets, we are able to attract advertisers seeking to reach 1those listeners. From time to time, compelitors may
change their stations' formats or programming to compete directly with our stations for audiences and
adventisers, or may engage in aggressive promotional campaigns or we may lose key on-air talent, which could
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result in lower ratings and advertising revenue or increased promotion and other expenses and, consequently,
lower eamings and cash flow for us. Audience preferences as to format or programming in a particular market
may also shift due to demographic or other reasons,

Factors that are material to a radio station’s competitive position include manage€ment experience, retention
of key on-air talent, the station’s audience rank in its local market, transmitter power, assigned frequency,
audience characteristics, local program acceptance and the number and characteristics of other radio stations in
the market area. We attempt 10 improve our competitive position in each market by researching stations’
programming, implementing advertising and promotional campaigns aimed at the demographic groups for which
our stations program and managing our sales efforts to attract a larger share of advertising revenue. Historically,
we have also competed with other radio station groups to purchase additional stations if available and when
beneficial to our station cluster in a specific market. ’

Our Radio Network is among the three largest radio networks in the United States, competing with
Westwood One and Premiere Radio Networks. These three competitors collectively hold a substantial majority of
the network market, with smaller networks comprising the remainder. The Radio Network competes for the
acquisition of key on-air talent and for listening audience by competing with other program providers for station
and program affiliates. The Radio Network markets its programs to radio stations that have the largest and most
desirable listening audience for each of its programs, including stations that compete with our Radio Markets,
and often has multiple program affiliations with a number of stations in the same geographic market.

In marketing its programs to national advertisers, the Radio Network business directly competes with other
radio networks, as well as independent radio syndication producers and distributors and large media and
entertainment companies, some of which are diversified into the radio industry and have significant resources. As
a result of consolidation in the radio industry, companies owning large groups of stations have the ability 10
accumulate advertising time from the stations in the various local markets they serve 1o create national
advertising packages thal can compete directly with network advertising.

Although the radio broadcasting industry is highly competitive, barriers to entry do exist with respect 10 the
operation of terrestrial radio stations (which can be mitigated to some extent by, among other things, changing
existing radio station formats and upgrading power). The operation of a terrestrial radio station requires a license
or other authorization from the Federal Communications Commission (*FCC"), and the number of radio stations
that can operate in a given market is limited by the availability of FM and AM radio frequencies allotted by the
FCC to communities in that markel. In addition, the FCC’s multiple ownership rules have historically limited the
number of stations thal may be owned or controlled by a single entity in a given market. Changes in the FCC's
multiple ownership rules resulting from the Telecommunications Act of 1996 created opportunities for us to
acquire and consolidate radio stations in our markeis. On June 2, 2003, the FCC concluded an omnibus
rulemaking proceeding in which it examined all broadcast ownership rules, including the local radie ownership
rule, the broadcast-newspaper ownership rule, the radio-television cross-ownership rule, the local television
ownership rule, the national television ownership rule and the dual network rule. The revised rules were 10
become effective on September 4, 2003, but were stayed by the U.S. Court of Appeals for the Third Circuit (the
“Third Circuil”) on September 3, 2003 pending the outcome of appeals filed by several entities. On September 3,
2004, the Third Circuit issued an order granting in pant a request filed by the FCC to partially lift the stay. The
order permitted the revised local radio ownership rules adopted June 2, 2003 to go into effect. Pursuant to the
remand order from the Third Circuit, the FCC commenced a new rulemaking proceeding to consider the issues
raised by the Third Circuit. On December 18, 2007, the FCC adopted an order that modified only the newspaper/
broadcast cross-ownership rule to permit cross-ownership of one newspaper and one television or radio station in
the 1op twenty television markets under certain circumstances, and establishing a waiver procedure applicable 10
such combinations in smaller markets. The FCC declined 10 make changes to any other broadcast ownership
rules. That decision is not yet effective and is subject to filings requesting administrative reconsideration and
judicial appeal. At this time, it is impossible to predict whether the new rule will ultimately go into effect. For a
summary of the FCC’s ownership rule, see the “Federal Regulation of Radio Broadceasting™ section below.
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The revised local radio ownership rule significantly changed how the FCC reviews radio station
transactions. Although the FCC made no change to the local radio ownership limits themselves (e.g., in a market
with 45 or more radio stations, a company may own eight stations in a single market, but no more than five in the
same service, AM or FM), the FCC changed how it defines and counts the number of stations in a “market.” The
rule change has the effect in some instances of both (i) decreasing the number of radio stations deemed to be in
the market overall, thereby lowering the applicable ownership tier, and (i) increasing the number of radio
stations that we are deemed to own in the market. Under the revised rule, our station portfolio exceeded the
applicable ownership limit in seven markets. As a result of the Merger, we were required to divest eleven stations
in seven markets because the FCC deemed the Merger to be a “substantial change” in control (as defined under
the FCC’s rules and policies) of the Company. The cleven stations were assigned on June 12, 2007 to The Last
Bastion Station Trust, LLC (“Last Bastion™) as trustee under a divestiture trust that complies with FCC rules. We
retain a beneficial interest in the stations until such stations are sold to third parties. We no longer retain a
beneficial ownership in WCLZ(FM) in Portland, ME, since that station was sold on October 31, 2007. The
revised rule also affects our ability to expand our ownership in certain markets.

The radio broadcasting industry is also subject to technological change, evolving industry standards,
changing policies, and the emergence of new media technologies. Several new media technologies and evolving
industry and policy changes are being developed or have emerged, including the following:

«  audio programming by cable television systems, direct broadcast satellite systems, Internet content
providers, new consumer products such as portable digital audio players, such as iPods and cellular
phones, other personal communications systems, and other digital audio broadcast formats;

«  satellite digital audio radio service, which is provided by two companies offering national satellite
radio services, including numerous niche formats, with sound quality comparable to that of compact
discs;

*  HD Radio™ digital radio technology, which could improve the quality of existing AM and FM radio
signals, including stations owned by us;

»  low power FM radio, which has resulted in additional FM radio broadcast outlets that are designed to
serve small, localized areas; and

-+ proposals to require radic broadcasters 1o pay a “performance tax™ or copyright royalties to musicians
and record labels for the performance of music played on the stations.

For a discussion of the risks to our business raised by competition and evolving technologies, see Item 1A,
“Risk Faclors” below.

Federal Regulation of Radio Broadcasting

Our ownership, operation, purchase and sale of radio stations is regulated by the FCC, which acts under
authorily derived from the Communications Act. The Radio Network business, as a producer and distributor of
radio programs and information services, is generally not subject to regulation by the FCC. Among other things,
the FCC:

»  assigns frequency bands for broadcasting;

»  determines the particular frequencies, locations, operating powers and other technical parameters of
stations;

»  issues, renews, revokes and modifies station licenses;

s determines whether to approve changes in ownership or control of station licenses;

¢ regulates equipment used by stations; and

*  adopts and implements regulations and policies that directly or indirectly affect the ownership,

operation and employment practices of stations.
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The FCC has the power to impose penalties for violations of its rules or the Communications Aci, including
fines, the grant of abbreviated license renewal terms or, for particularly egregious violations, the denial of a
license renewal application, the revocation of a license or the denial of FCC consent to acquire additional radio
stations.

The following is a brief summary of some provisions of the Communications Act and of specific FCC
regulations and policies. The summary is not a comprehensive listing of all of the regulations and policies
affecting radio stations. For further information concerning the nature and extent of federal regulation of radio
stations, you should refer to the Communications Act, FCC rules and FCC public notices and rulings.

License Grant and Renewal

Radio stations operate under renewable broadcasting licenses that are ordinarily granted by the FCC for
maximum terms of eight years. Licenses are renewed through an application to the FCC. A station may continue
to operate beyond the expiration date of its license if a timely filed license application is pending. Petitions to
deny license renewals can be filed by interested parties, including members of the public. These petitions may
raise various issues before the FCC. The FCC is required to hold hearings on renewal applications if the FCC is
unable to determine that the renewal of a license would serve the public interest, convenience and necessity, or if
a petition to deny raises a substantial and material question of fact as to whether the gram of the renewal
application would be inconsistent with the public interest, convenience and necessity. If, as a result of an
evidentiary hearing, the FCC determines that the licensee has failed (o meet various requirements and that no
mitigating factors justify the imposition of a lesser sanction, then the FCC may deny a license renewal
application. Historically, FCC licenses generally have been renewed, and in the last renewal cycle, all of our
licenses were renewed; however, we cannot assure you that all of our licenses will be renewed in future renewal
cycles. The non-renewal, or renewal with substantial conditions or modifications, of one or more of our FCC
radio station licenses could have a material adverse effect on our business, including our liquidity and capital
resources.

The FCC classifies each AM and FM station. An AM station operates on either a clear channel, regional
channel or local channel. A clear channel is one on which AM stations are assigned to serve wide areas, Clear
channel AM stations are classified as either:

+  Class A stations, which operate on an unlimited time basis and are designed to render primary and
secondary service over an extended arca;

«  Class B stations, which operate on an unlimited time basis and are designed to render service only over
a primary service area; or

»  Class D stations, which operate either during daytime hours only, during limited times only or on an
unlimited time basis with low nighttime power.

A regional channe! is one on which Class B and Class D AM stalions may operate and serve primarily a
principal center of population and the rural areas contiguous to it. A local channel is one on which AM stations
operate on an unlimited time basis and serve primarily a community and the suburban and rural areas
immediately contiguous 1o it. Class C AM stations operale on a local channel and are designed to render service
only over a primary service area that may be reduced as a consequence of interference.

The minimum and maximum facilities requirements for an FM station are determined by its ciass. Some FM
class designations depend upon the geographic zone in which the transmitter of the FM station is located. In
general, commercial FM stations are classified as Class A, B, C3, B, C2, C1, C0 and C, in order of increasing
power and antenna height. Class C FM stations are subject 1o involuntary downgrades to Class CO in various
circumstances if they do not meet certain antenna height specifications. Several of our stations have been
downgraded, and proceedings are pending at various times that could result in downgrades, but the downgrades
have no effect on the stations’ existing signals. We have scveral applications currently pending to upgrade the
facilities of various of our stations.
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The following table sets forth the metropolitan market served {the city.of license may differ), call leuers,
FCC license classification, antenna height, frequency, power and FCC license expiration date of each of the
stations that we own as of December 31, 2007, Several wholly-owned subsidiaries hold our licenses. Pursuant to
FCC rules and regulations, many AM radio stations are licensed to operate at a reduced power during the
nighttime broadcasting hours, which results in reducing the radio station’s coverage during the nighttime hours of
operation. Both power ratings are shown if different. For FM stations, the maximum effective radiated power
(“ERP") in the main lobe is given. The market assignments on this table reflect our regional station groups for
accounting and operational purposes and do not necessarily reflect assignment of a station to the relevant market
as defined by Arbitron. .

HAATIn (ERP)in Expiration

FCC  meters kilowatts date of

Market Station Class 1) {day/night)  Frequency license
Albuguerque, NM (3)................ KKOB(AM) B N/A 50 770kHz 107172013

KKOB-FM C 1265 20 93.3MHz 107112013

KMGA(FM) C 1259 195  99.5MHz 10/1/2013

KNML{AM) B N/A 5 610kHz 107172013

KRST(FM) C 1268 22 92.3MHz 10/1/2013

KTBL(AM) B N/A 1 1050 kHz  10/1/2013

KDRF(FM) C 1293 20 103.3 MHz  10/1/2013

Allentown/Bethlehem, PA ............ WCTO(FM) B 152 50 096.1 MHz  §/172014
- WLEV(FM) B 327 11 100.7 MHz  8/172014

Atlanta, GA .. ... .................. WKHX-FM  C0 329 100 101L.5MHz  4/172012
WYAY(FM) C 505 77 106.7 MHz  4/1/2012

Augusta/Waterville, ME ............. WEBB(FM) ClI 93 61 98.5 MHz 47172014
: WIZN(AM) C N/A 1 1400 kHz  4/1/2014

WMME-FM B 152 S0 92.3MHz 4/1/2014

WTVL(AM) C N/A 1 1490kHz  4/1/2014

Baton Rouge, LA ................... KQXL-FM (2 148 50 1065 MHz 6/1/2012
WCDV(FM) C 306 100 1033 MHz  6/1/2012

WEMX(FM) ClI 299 100 94.1 MHz  6/1/2012

WIBR(AM) B N/A 50/1.0 1300kHz /172012

WXOK(AM)} B N/A 5010 1460kHz 6/1/2012

Binghamton, NY ................... WAAL(FM) B 291 8.7 99.1 MHz  6/1/2014
WHWK(FM) B 395 6.7 98.1 MHz /172014

WNBF(AM) B N/A 9.3/50 1290kHz  6/1/2014

WWYL(FM) A 254 0.93 104.1 MHz  6/1/2014

WYOS(AM) B N/A 5/0.5 1360kHz  6/1/2014

Birmingham, AL ................... WAPI(AM) B N/A  500/50 1070kHz 4/172012
wsPzZiAM) B NfA  50.0/0.50 690kHz  4/172012

WIOX(FM) Ci 278 85 100.5 MHz  4/1/2012

WUHT(FM) ClI 410 42 107.7 MHz  4/1/2012

WYSF(FM) C0 309 100 94.5MHz 4172012

WZRR(FM) C0O 309 100 99.5 MHz  4/1/2012

Boise, ID ..o KBOI(AM) B N/A 50 670 kHz  10/1/2013
KIZN(FM) C 828 48 92.3MHz  10/1/2013

KKGL(FM) C 828 48 96.9 MHz  10/1/2013

KQFC(FM) C 828 48 979 MHz 10/172013

- KZMG(FM) C 828 48 93.1 MHz  10/1/2013

- KTIK(AM) B N/A  50/660 1350kHz 10/1/2013

Buffalo, NY ...........cciviinnn WEDG(FM) B 106 - 49 1033 MHz 6/1/2014
WGRF(FM) B 217 24 96.9MHz  6/1/2014

WHLD(AM) B N/A 5.0/11.0 1270kHz  6/1/2014

WHTT-FM B 118 50 104.1 MHz  6/1/2014

WBBF(AM) D N/A i 1M20kHz  6/1/2014
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HAATIn (ERP)in Expiration

FCC  meters kilowatts date of

Market Station Class (1) (day/might)  Frequency Beense
Charleston, SC(3) ......cvviv vty - WSSX-FM co 305 100 95.1 MHz 12/172011
' WIWF(FM) C 539 99 96.0 MHz 12/1/2011
WTMA(AM) B N/A 50/1.0 1250 kHz  12/1/2011
WWWZ(FM) (C2 150 S50 933 MHz 12/172011
Chattanocoga, TN ................... WGOW(AM) B N/A 5.0/1.0 1150kHz  8/1/2012
WGOW-FM A 87 6 1023 MHz  8/1/2012
WOGT(FM) C3 100 25 1079 MHz 8/1/2012
WSKZ(FM) C. 329 160 106.5 MHz 8/1/2012
Chicago, IL . .......... .. ... .. ... WLS(AM) A N/A 50.0 890 kHz  12/1/2012
WZZIN(FM) B . 468 4.4 94.7 MHz 1%/1/2012
Colorado Springs,CO ............... " KKFM(FM) C 698 71 98.1 MHz  4/1/2013
KKMG(FM) C 695 57 98.9 MHz  4/1/2013
KKPK(FM) C 670 60 929 MHz 4/1/2013
KKML(AM) B N/A 50/1.0 1300 kHz  4/1/2013
. KYOR(AM)' B N/A 3.3/1.5 740 kHz 4/172013
. KATC-FM C- 695 58 95.1 MHz* 4/1/2013
Columbia, SC ..................... WISW(AM) B N/A 5025 1320kHz  12/172011
’ WLXC(FM) A 99 6 98.5 MHz 12172011
WNKT(FM) C2 298 40 107.5 MHz  12/1/2011
WOMG(FM) A 94 6 103.1 MHz 12/172011
WTCB(FM) CI 240 100 106.7 MHz 12/1/2011
Dallas-Fort Worth, TX .............. WBAP(AM) A N/A. 50.0 820kHz 8/1/2013
KTYS(FM) C 621 93 96.7 MHz  8/1/2013
KSCS(FM) C 491 100 96.3 MHz §8/172013
Des Moines, 1A .................... KBGG(AM) B N/A 10.0/1.0 1700 kHz  2/1/2013
KHKI(FM) Cl 143 105 97.3MHz 2/1/2013
KGGO(FM) 'C 325 100 949 MHz 2/1/2013
KIIY(FM) C2 165 41 925MHz 2172013
KWQW({FEM) C2 i65 4) 92.3MHz 2/172013
Detroit, ML.........coiivvnnnenen © WIR{AM) A N/A 50.0 760 kHz 107172012
| WDVD(FM) .B 240 20 96.3 MHz  10/1/2012
| WDRQ(FM) B 204 26.5 93.1 MHz  10/1/2012
Ere,PA ................ e WXKC(FM) B 150 50 999 MHz  8/1/2014
WXTA(FM) Bl 154 10 97.9MHz 8/1/2014
WRIE(AM) B N/A 5 1260 kHz  8/1/2014
WQHZ(FM) A 187 1.7 102.3MHz 8/1/2014
Flim,MI ....... ... i WFBE(FM) B 74 50 95.1 MHz  10/122012
WTRX(AM) B N/A 5.0/1.0 1330 kHz 10/1/2012
Grand Rapids, MI .................. WBBL(AM) C N/A 1 1340 kHz 107172012
' WTNR(FM) B 152 50 945 MHz 10/1/2012
WLAV-FM B. 149 50 96.9 MHz 107172012
WKLQ(FM) B 150 50 107.3 MHz 10/1/2012
WHTS(FM) B 242 20 105.3 MHz 10/1/2012
Harrisburg/Carlisie/York, PA ......... WMHX(FM) B 283 14 106.7 MHz 8/172014
WQXA-FM B 215 25 105.7 MHz 8/1/2014
WCAT-FM A 100 3 1023 MHz 8/172014
Johnson City/Kingsport/Bristol, TN .... WXSM(AM) B N/A 10.0/0.81 640 kHz 8/1/2012
WICW(AM) B N/A 5.0/1.0 910 kHz 8/172012
WGOC(AM) B N/A 5.0/0.50 1320 kHz  8/1/2012
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Market

Knoxville, TN

Kokomo, IN ......
Lafayette, LA (3)

Lancaster, PA .

Lansing/East Lansing, MI

Liule Rock, AR (3)

Los Angeles, CA .

...................

Memphis, TN .. ...

Minneapolis, MN (2)

Modesto, CA ...

Muncie/Marion, IN

Muskegon, M1

.................

.................

.................

................

16

HAATin {(ERP)in Expiration

FCC  meters kilowatts date of

Station Class (1) (day/night}  Frequency license
WKOS(FM) A 150 2.75 1049 MHz 8/1/2012
WQUT(FM) C 457 99 101.5 MHz 8/1/2012
WIVK-FM C 626 91 107.7 MHz  8/12012
WNML(AM) B - N/A 10 990 kHz  8/1/2012
WNML-FM A : 100 6 99.1 MHz  8/1/2012
WOKI(FM) C3 174 g 98.7MHz 8/122012
WNRX(FM) A 199 0.94 993 MHz  8/1/2012
- WWKI(FM) .B 143 50 100.5 MHz  8/172012
KNEK(AM) D N/A 0.25 1190 kHz  6/172012
"KRRQ(FM) C2 135 50 95.5 MHz  6/1/2012
KSMB(FM) C 329 100 945 MHz  6/1/2012
"KXKC(FM).. CO 300 100 9.1 MHz  6/1/2012
KRDI(FM) - ClI 296 100 93 7MHz 6/1/2012
WIOV-FM B . 214 25 105.1 MHz  8/1/2014
wIov(AM). C- N/A ] 1240kHz  8/1/2014
WFMK(FM) B . 183 28 99.1 MHz 10/1/2012
WITL-FM. B 196 26.5 100.7 MHz 107172012
WIIM(AM) C N/A 0.89 1240 kHz  10/1/2012
WIIM-FM. B - 156 45 97.5MHz 10/172012
WMMQ(FM) B 150 30 949 MHz 10/1/2012
WYFN({AM) D - NA 0.50/0.05 730kHz 10/1/2012
KAAY(AM) A N/A 50 1090 kHz  6/1/2012
KARN(AM) B N/A 5 920 kHz 6/1/2012
KIPR(FM). (i 286 100 923MHz  6/172012
KLAL(FM) Cl . 226 100 107.7 MHz  6/172012
KPZK(AM) B N/A 2.01.2 1250 kHz  6/1/2012
KURB(FM} c 392 99 08.5MHz  6/1/2012
KARN-FM C2 150 50 1029 MHz 6/1/2012
KABC(AM) B N/IA 50 790 kHz 127112013
KLOS(FM) B 954 63 95.5MHz 12/12013
. WRBO(FM) (I 179 100 103.5 MHz  6/172012
WGKX(FM) C 3026 100 1059 MHz 8/1/2012
WXMX(FM)  CI 265 100 98.1 MHz  8/1/2012
WKIM(FM) C} 187 100 989 MHz  8/1/2012
KQRS-FM C 315 100 92.5MHz  4/1/2013
KXXR(FM) - C 315 100 93.7MHz 4/1/2013
T WGVX(FM) A 152 2.6 105.1 MHz 4/1/2013
WGVY(FM) (3 91 25 105.3 MHz  4/1/2013
WGVZ(FM) A 73 6 105.7 MHz  4/172013
- KATM(FM) B 152 50 103.3 MHz 12/1/2013
KDJK(FM) A 624 0.07M 103.9 MHz 12/1/2013
* KESP(AM) ‘B NIA 1 970 kHz 12/112013
KHKK(FM) B 152 50 104.1 MHz 12/1/2013
KHOP(FM) B 193 29.5 95.1 MHz 12/172013
KWNN(FM) A 119 2 98.3 MHz 12/172013
WMDH(AM) B N/A 0.25 1550 kHz  8/1/2012
WMDH-FM B 152 50 102.5 MHz  8/1/2012
WLCS(FM) A 139 1.6 98.3MHz 10/12012
WODJ(AM) C - NA ] 1490 kHz  10/1/2012




Market

Nashville, TN

New Bedford, MA

New London, CT

New Orleans, LA

.................

.................

..................

New York, NY ... ... ... .cint.

Oklahoma City, OK (3)

Portland, ME (3)

..................

Portsmouth/Dover/Rochester, NH . .. ..

Presque Isle, ME

Providence, RI

..................

.................

Saginaw/Bay City, MI(3) ...........

Salt Lake City, UT
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HAAT in (ERP)in Expiration

FCC  meters kilowatts date of

Station Class (1) (day/night) Frequency license
WVIB(FM) A 14 2.9 100.1 MHz 107172012
- WLAW(FM) A 165 2.25 925 MHz 10/1/2012
WEFG-FM A 130 1.7 97.5MHz 10/1/2012
WGFX(FM) ClI 368 58 104.5 MHz /172012
WKDF(FM) CO 376 100 103.3 MHz  8/1/2012
WBSM(AM) B N/A 5.011.0 1420kHz  4/122014
WFHN(FM) A 105 54 107.1 MHz . 4172014
WQGN-FM A 84 3 §05.5 MHz 4/1/2014
WSUB(AM) " D N/A 1.0/0.072 980 kHz 4/172014
WXLM(FM) A 100 3 102.3 MHz  4/172014
WMOS(FM)} A 96 6 1047 MHz  6/1/2014
KMEZ(FM} C3 184 4.7 1029 MHz  6/172012
KKND(FM) Ci 299 98 106.7MHz  6/1/2012
WDVYW(FM) C 593 100 92.3MHz 6/1/2012
WMTI(FM) (2 201 28 106.1 MHz  6/172012
WABC(AM) A N/A 50 770kHz  6/1/2014
WPLIJ(FM) B 408 6.7 955 MHz  6/112014
KATT-FM C " 363 97 100.5 MHz  6/1/2013
WWLS-FM A - 96 6 979 MHz 6/1/2013
KYIS(FM). C 335 100 98.9 MHz  6/1/2013
WWLS(AM) B N/A 5.0/t.0 540 kHz 6/172013
WKY(AM) B N/A 50 930 kHz 6/1/2013
WBLM(FM) C 435 100 1029 MHz 4/1/2014
WCYY(FM) BI 147 11.5 943MHz  4/1/2014
WHOM(FM) C 1141 48 949MHz 4/1/2014
" "WIBQ(FM) B 271 16 079MHz 4172014
WOKQ(FM) B 150 50 975MHz 4172014
WPKQ(FM) C 1181 21.5 103.7 MHz  4/1/2014
WSAK(FM) A 100 3 102.1 MHz  4/1/2014
WSHK(FM) A 113 2.2 1053 MHz 4/1/2014
WBPW(FM) (1 131 1060 969 MHz  4/1/2014
wOzZI(FM)} C2 368 7.9 101.9 MHz  4/1/2014
WQHR(FM) C 390 95 96.1 MHz 4172014
WPRO(AM) B N/A 5 630 kHz 4/112014
WPRO-FM B 168 39 923 MHz 4/1/2014
WSKO(AM) B . N/A 5 790 kHz 4/1/2014
WSKO-FM A 163 23 997 MHz  4/1/2014
WWLI(FM) B 152 50 105.1 MHz 4172014
WWKX(FM) A 158 1.15 106.3 MHz  4/1/2014
KBUL-FM C 699 72 98.1 MHz  10/1/2013
KKOH(AM) B N/A 50 780 kHz  10/1/2013
KNEV(FM) C 695 60 95.5 MHz 10/1/2013
KWYL(FM) C §92 39 1029 MHz 12/1/2013
WHNN(FM) C 311 100 '96.1 MHz  10/1/2012
WILZ(FM) A 126 29 104.5 MHz 10/1/2012
WIOG(FM) B 244 86 102.5 MHz  10/172012
WKQZ(FM)} C2 169 39 93.3MHz  10/1/2012
KKAT(AM) D N/A 10.0/0.196 860kHz 107172013
KBEE(FM) C 894 40 08.7 MHz  10/1/2013




HAATIn (ERP)in iration

’ FCC meters kilowatts te of

Market . Station Class ) (day/night)  Frequency license
KBER(FM) C 1140 25 101.1 MHz 10/1/2013
KENZ(FM) C 1140 25 161.9 MHz 10/1/2013
KKAT-FM C 869 43 107.5 MHz 17172013
- KFNZ(AM) B N/A S 1320kHz  10/1/2013
KIQS(AM) C N/A 1 1230 kHz  10/1/2013
.KUBL-FM. C 1140 25 93.3MHz 10/1/2013
San Francisco, CA . ................. KGO(AM) A N/A 50.0 810kHz 121172013
- KSFO(AM) B N/A 5.0/5.0 560kHz  12/1/2013
Springfield, MA . ................... WMAS(AM) C N/A 1 1450 kHz  4/172014
: WMAS-FM B 59 50 94.7MHz 4172014
Stockton, CA ..........c.overininn KJIOY(FM) A 98 4 993 MHz 12/1/2013
; KWIN(FM) A 91 6 97.7MHz 12172013
Syracuse. NY ................... ... WAQX-FM Bl 91 25 95.7MHz  6/1/2014
WLTI(FM) A 61 4 1059 MHz 6/1/2014
WNSS(AM)Y B NA S 1260kHz  6/172014
WNTQ(FM) B 201 97 93.1MHz 6/172014
Tueson, AZ .......coiiviiiiii KCUB(AM) B N/A ] 1290 kHz 10/1/2013
KHYT(FM) C 620 82 107.5 MHz 107172013
KIIM-FM C 621 90 99.5 MHz  10/1/2013
KSZR(FM) A 93 6 97.5 MHz  10/1/2013
KTUuC(AM) C N/A 1 1400 kHz 104172013
Tuscaloosa, AL ..............o0ut. WBEI(FM) C2 221 22.5 1001.7 MHz  4/1/2012
WDGM(FM) C3 190 32 99.1 MHz  4/1/2012
WFFN(FM) C2 256 17.5 953MHz  4/1/2012
WTSK(AM) D N/A  50/0.036 790kHz  4/1/2012
' WTUG-FM  Cl 299 100 929MHz  4/1/2012
Wilkes-Barre/Scranton, PA ........... WARM(AM) B N/A 5 590kHz  8/1/2014
WBHT(FM) A 336 0.5 97.1 MHz  8/1/2014
"WBSX(FM) B 407 63 97.9MHz  8/172014
WSJR(FM) A 207 1.45 93,7 MHz  8/1/2014
WBHD(FM) A 308 0.6 957 MHz  8/1/2014
WMGS(FM) B 422 53 929MHz 8/1/2014
Washington, D.C ................... WMALAM) B N/A 10.0/50  630kHz  10/1/2011
WRQX(FM) B 246 19.5 107.3 MHz 10/1/2011
WIZW(FM) B 198 28 105.9 MHz  10/1/2011
Worcester, MA .................... WORC-FM A 125 1.87 98.9MHz 4/1/72014
WWFX(FM) A 146 2.85 100.1 MHz  4/1/2014
WXLO(FM) B 172 37 104.5MHz 412014

(1) Antenna height above average terrain, commonly referred to as “HAAT,” represents an average of the
terrain elevations within 16 km (10 miles) of the transmitter site and is used to calculate signal coverage,

(2) WGVX, WGVY and WGVZ are operated as a single station.

(3) The FCC deemed that the Merger resulted in a substantial change in control (as defined under the FCC’s
rules and policies), and we were required to divest eleven stations that exceeded the applicable ownership
limits under the FCC’s rules. The following stations were assigned on June 12, 2007 to Last Bastion as
trustee under a divestiture trust that complies with FCC rules: WCLZ(FM) and WCYI1(FM), Portland, ME;
KNEK-FM, Lafayette, LA; WYLZ(FM), Saginaw/Bay City, MI; WMGL(FM), Charleston, SC,
KVLO(FM), KPZK-FM and KARN-FM, Little Rock, AR; KBZU(FM), Albuquerque, NM; and
KKWD(FM) and KINB(FM) Oklahoma City, OK. In July of 2007, KARN-FM, Liule Rock, AR, was
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subscquently taken out of Last Bastion and assigned back to the Company, and KOKY(FM), Little Rock,
AR, was assigned from the Company to Last Bastion. In addition, applications are pending at the FCC 10

(i) take WMGL(FM), Charleston, SC, out of Last Bastion and assign it back 1o the Company, (ii) take
KNEK-FM, Lafayetie, LA, out of Last Bastion and assign it back to the Company, and (iii) assign
KRDI(FM), Lafayette, LA, from the Company 1o Lasi Bastion. We retain a beneficial interest in the stations
currenily assigned to Last Bastion, except for WCLZ(FM), Portland, ME, which was sold on October 31,
2007. On February 12, 2008, Last Bastion entered into an asset purchase agreement for the sale of
WCYI(FM) in Portland, ME.

Transfers or Assignments of Licenses

The Communications Act prohibits the assignment of a broadcast license or transfer of control of a
broadeast licensee without the prior approval of the FCC. In determining whether 1o grant approval, the FCC
considers a number of factors pentaining to the licensee (and proposed licensee), including:

«  compliance with the various rules and policies limiting common ownership of media properties in a
given market; :

«  the “characier” of the licensee and those persons holding “altributable” interests in the licensee: and

+  compliance with the Communications Act's limitations on alicn ownership, as well as compliance with
other FCC regulations and policies. '

To obtain FCC consent to assign a broadcast license or transfer control of a broadcast licensee, appropriate
applications must be filed with the FCC. If the application involves a substantial change in ownership or control
(as defined under the FCC’s rules and policies), the application mus be placed on public notice for not less than
30 days, during which time interested parties, including listeners, advertisers, competitors, public interest groups
and other members of the public may file petitions to deny or other objections against the application. These
types of petitions arc filed from time to time with respect to proposed acquisitions. Informal objections to
assignment and transfer of control applications may be filed at any time up until the FCC acts on the application.
Once the FCC staff grants an application, interested partics may seck reconsideration of that grant for 30 days.
The FCC commissioners may reconsider the grant by the FCC staff on the FCC's own motion for 40 days. If the
application does not involve a substantial change in ownership or control (as defined under the FCC's rules and
policies), it is a “pro forma" application. The “‘pro forma™ application is nevertheless subject to having informal
objections filed against it. When passing on an assignment or transfer application, the FCC is prohibited from
considering whether the public interest might be served by an assignment or transfer of the broadcast license to
any party other than the assignee or transferee specified in the application.

Multiple Ownership Rules

On June 2, 2003, the FCC adopted new multiple ownership rules following a comprehensive review of its
ownership regulations. The ownership rules adopted in 2003 inciuded: (i) new cross-media limits that in certain
markets eliminated the newspaper-broadcast cross-ownership ban and altered the television-radio cross-
ownership limitations; and (ii) regulations that revised the manner in which the radio numeric ownership
limitations were to be applied, substituting where available geographic markets as determined by Arbitron in
place of the former standard which was based on certain overlapping signal contours. The FCC's decision was
appealed to the Third Circuit, which stayed the effective date for the new rules. In June 2004, the Third Circuit
affirmed the FCC's decision 10 use Arbitron radio market definitions, where available, in the application of the
ownership limitations, but remanded the case to the FCC for further consideration of, among other matters, the
numericat limits imposed on the number of AM or FM stations a single party could own in such markets. On
September 3, 2004, the Third Circuit granted the FCC's request for a partial lifting of the stay of the 2003 radio
ownership rules and allowed four aspects of the new rules to take effect: (a) the use of Arbitron markets to define
local radio markets where available: (b) the inclusion of non-commercial radio stations in determining the
number of stations in the market; (c) the attribution of joint sales agreements with in-market stations; and (d) the
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limitations on the transfers of non-compliant ownership clusters, Pursuant to the remand order from the Third
Circuit, the FCC commenced a new rulemaking proceeding to consider the issues raised by the Third Circuit. On
December 18, 2007, the FCC adopted an order that modified only the newspaper/broadcast cross-ownership rule
to permit cross-ownership of one newspaper and one television or radio station in the top twenty television
markets under certain circumstances, and establishing a waiver procedure applicable to such combinations in
smaller markets. The FCC declined to make changes 1o any other broadcast ownership rules. That decision is not
yet effective and is subject to filings requesting administrative reconsideration and judicial appeal. At this time, it
is impossible to predict whether the new rule will ultimately go into effect. The FCC's ownership rules are
briefly summarized below.

The FCC’s rules impose specific limits on the number of commercial radio stations an entity can own in a
particular geographic area. These local radio ownership rules preclude us from acquiring certain stations that we
might otherwise seek to acquire. The rules also effectively prevent us from selling stations in an area 1o a buyer
that has reached its ownership limit in the market unless the buyer divests other slauons The local radio
ownership rules are as follows:

*  in markets with 45 or more radio stations, ownership is limited to eight commercial stations, no more
than five of which can be either AM or FM;

*  in markets with 30 to 44 radio stations, ownership is limited to seven commercial stations, no more
than four of which can be either AM or FM;

*  in markets with 15 to 29 radio stations, ownership is limited to six commercial stations, no more than
four of which can be either AM or FM; and

+  in markets with 14 or fewer radio stations, ownership is limited to five commercial stations or no more
than 50% of the market's total, whichever is lower, and no more than three of which can be either AM
or FM. '

For radio stations located outside of an Arbitron Metro, the FCC will continue 1o use its previous signal
contour-based methodology, with two modifications. In June 2003, the FCC also initiated as part of its biennial
review of the media ownership rules a new rulemaking proceeding to develop & new method of defining markets
located outside of Arbitron Metros. This rulemaking proceeding remains pending. We own a few radio stations in
unrated markets. We do not believe that the FCC’s rule changes as they apply to unrated markets will have any
material effect on our business ptan.

The FCC's rule changes as they apply to radio stations in Arbitron Metros have several potential adverse
effects. In some markels, the revised rules have the effect of both (i) decreasing the number of radio stations
deemed 1o be in the market overall, thereby lowering the applicable ownership tier, and (ii) increasing the
number of radio stations that we are deemed to own in the markel. For example, the number of overall stations in
some of our markets was reduced from 45 or more to fewer than 45, thereby reducing the applicable ownership
limit from eight radio stations, no more than five of which may be AM or FM, to seven radio stations, no more
than four of which may be AM or FM. 1n addition, in several markets we are deemed to own or control more
radio stations than we were deemed to own or control under the old rules.

As a result of the Merger, we were required to divest eleven stations in seven markets to comply with the
revised rule because the FCC deemed the Merger to be a substantial change in control (as defined under the
FCC'’s rules and policies) of the Company. The stations were assigned on June 12, 2007 to Last Bastion, as
trustee under a divestiture trust that complies with FCC rules. We retain a beneficial interest in the stations until
such stations are sold to third parties. We no longer retain a beneficial ownership in WCLZ(FM) in Portland, ME,
since that station was sold on October 31, 2007,

The FCC’s newspaper-broadcast cross-ownership rules impose limitations on the circumstances under

which the same party may own a broadcast station and a daily newspaper in the same geographic market, as
described above. The FCC radio-television cross-ownership rules limit the number of radio.stations that a tocal
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owner of television stations may hold. We own no television stations or daily newspapers, but, to the extent these
limitations continue to be enforced, these cross-media rules may limit the prospective buyers in the market of any
stations we may wish to sell. The ownership rules also effectively prevent us from selling stations in a market to
a buyer that has reached its ownership limit in the market.

At this time, it is uncertain whether any new rules or potential congressional proposals will become law or
what effect such legislation will have on us and our ability to acquire additional stations. A requirement that
companies divest stations to come into compliance with the Arbitron-based geographic market approach for
defining local radio markets would not materially affect us because we are already fully-compliant due to
divestitures made in connection with the Merger. Such a requirement, however, may have the effect of leveling
the competitive playing field in markets where existing competitors own radio stations in excess of the revised
limits, which may create acquisition opportunitics for us in other markets.

Ownership Attribution Rules

The FCC’s muliiple ownership rules apply to “attributable interests in broadcast stations or daily
newspapers held by an individual, corporation, partnership or other association. In the case of corporations
directly or indirectly controlling broadcast licenses, the interests of officers, directors and those who, directly or
indirectly, have the right 1o vote 5% or more of the corporation’s voting stock are generally attributable. Some
passive investors are attributable only if they hold 20% or more of the corporation’s voting stock. However, all
minority shareholder interests (other than interests subject to the debt/equity plus rule discussed in the next
paragraph) are exempt from attribution if a single shareholder controls a majority of the voting shares in the
corporation. Although the FCC had previously revoked the single majority shareholder exemption, on
December 3, 2001, following a court decision that found the FCC's elimination of the exemption in the context
of the FCC’s cable ownership attribution rules to be arbitrary and capricious, the FCC suspended enforcement of
the elimination of the exemption pending the outcome of a rulemaking to reconsider this matter.

Notwithstanding the presence of a single majority sharcholder, the FCC will attribute the interests of various
creditors or investors in a corporation under the so-called “debt/equity plus™ rule. Under this rule, a major
programming supplier or a same-market owner will be treated as an attributable owner of a station if the supplier
or owner holds debt or equity, or both, in the station that is greater than 33% of the value of the siation’s total
debt plus equity. A major programming supplier includes any programming supplier that provides more than
15% of the station’s weekly programming hours. A same-market owner includes any attributable owner ofa
media company, including broadcast stations, cable television, and newspapers, located in the same market as the
station, but only if the owner is attributable under an FCC attribution rule other than the debt/equity plus rule.
Under the FCC’s debt/equity plus rule, the Company has an attributable interest in KHTB(FM), Facility 1D.

No. 6545, Provo, UT, which is licensed to 3 Point Media-Salt Lake City, LLC (“3 Point™), as the result of the
default by 3 Point under a promissory note for which the Company was a guarantor.

The attribution rules could limit the number of radio stations we may acquire or own in any market and may
also limit the ability of various potential buyers of stations owned by us from being able to purchase some or all
of the stations they might otherwise wish to purchase from us. To address the possibility that attributable interests
held by minority shareholders could limit our ability to acquire stations, our certificate of incorporation provides
that our capital stock is subject to redemption by action of our board of dircctors to the extent necessary to bring
us into compliance with the FCC's ownership rules.

Alien Ownership Rules

The Communications Act prohibits the issuance or holding of broadcast licenses by aliens, including any
corporation if more than 20% of its capital stock is collectively owned or voted by aliens. In addition, the FCC
may prohibit any corporation from holding a broadcast license if the corporation is directly or indirectly
controlled by any other corporation of which more than 25% of the capital stock is owned of record or voted by
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aliens, if the FCC finds that the prohibition is in the public interest. The FCC has interpreted this provision of the
Communications Act to require an affirmative public interest finding before a broadcast license may be granted
to or held by any such corporation, and the FCC has made such affirmative findings only in limited
circumstances. These resirictions apply in similar fashion 1o other forms of businesses and organizations,
including partnerships and timited liability companies. Qur certificate of incorporation provides that our capital
stock is subjecl to redemption by action of our board of directors to the extent necessary to bring us into
compliance with the Communications Act or FCC regulations to prevent the loss of any of our FCC licenses,

Time Brokerage

Over the years, a number of radio stations have entered into what have commonly been referred to as time
brokerage agreements or local marketing agreements. While these agreements may take varying forms, under a
typical time brokerage agreement, separately owned and licensed radio stations agree to enter inlo cooperative
arrangements of varying sorts, subject to compliance with the requirements of antitrust laws and with the FCC's
rules and policies. Under these arrangements, separately owned stations could agree to function cooperatively in
programming, advertising sales and similar matters, subject to the requirement that the licensee of each station
maintain independent control over the programming and operations of its own station. One typical type of time
brokerage agreement is a programming agreement between two separately owned radio stations serving a
common service area, whereby the licensee of one station provides substantial portions of the broadcast
programming for airing on the other licensee's station, subject to ultimate editorial and other controls being
exercised hy the latter licensee, and sells advertising time during those program segments.

The FCC's rules provide that a radic station that brokers more than 15% of its weekly broadcast time on
another station serving the same market will be considered to have an attributable ownership interest in the
brokered station for purposes of the FCC’s multiple ownership rules. As a result, in a market where we own 2
radio station, we would not be permitted to enter into a time brokerage agreement with another local radio station
in the same market that we could not own under the local ownership rules, unless our programming on the
brokered station constituted 15% or less of the other local station's programming time on a weekly basis. FCC
rules also prohibit a radio station from duplicating more than 25% of its programming on another station in the
same broadcast service (i.e., AM-AM or FM-FM} directly or through a time brokerage agreement where the
brokered and brokering stations that it owns or programs serve substantially the same area.

The FCC's revised ownership rules extend ownership attribution to certain joint sales agreements as well.
See “Multiple Ownership Rules.” Under a joint sales agreement, one radio station sells the commercial time on a
separately owned and licensed radio station, but does not provide programming as under a time brokerage or
local marketing agreement. A radio station that sells more than 15% of the advertising time of another radio
station in the same market will be considered to have an attributable ownership interest in the other station for
purposes of the FCC's multiple ownership rules. In its September 3, 2004 Order, the Third Circuit lifted the stay
on this new requirement making such joint sales agreements attributable. As a result, we will no longer be able to
enter into a joint sales agreement providing for the sale of more than 15% of the advertising time of another radio
station that we could not otherwise own.

Programming and Operation

The Communications Act requires broadcasters to serve the public interest. Since 1981, the FCC has
gradually relaxed or eliminated many of the more formalized procedures it developed to promote the broadcast of
types of programming that are responsive to the needs of a station’s community of license. However, licensees
continue to be required to present programming that is responsive to community problems, needs and interests
and to maintain records demonstrating responsiveness. Complaints from listeners concerning a station's
programming will be considered by the FCC when it evaluates the licensee's renewal application, although
listener complaints may be filed and considered at any time and must be maintained in the station’s public file.
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Stations also must pay regulatory and application fees and follow various FCC rules that regulate, among
other things, political advertising, the broadcast of obscene or indecent.programming, the advertisement of
casinos and lotteries, sponsorship identification and technical operations, inciuding limits on radio frequency
radiation.

The FCC's equal employment opportunity (“EEO") rules are outreach and recruitment focused and require
that broadcasters: (1) widely disseminale information for each full-time job vacancy, except for vacancies filled
in exigent circumstances; (2) provide notification to community and recruitment organizations that have
requested information on all or selected job vacancies; and (3) participate in “longer-term™ recruitment
initiatives, such as job fairs, internships, scholarships and EEO/anti-discrimination training programs.
Broadcasters remain subject to the FCC's anti-discrimination policy, but the use of minority or women-targeted
recruitment sources is no longer mandated. The EEO rules also require a broadcaster to keep extensive internal
records regarding its recruitment efforts including information regarding its recruitment sources and
interviewees, notification 1o requesting community groups and specifics regarding panicipation in the longer-
term initiatives.

Broadcasters must also prepare and place in the public inspection file (and on their website if they maintain
one) an annual EEO public file report that details recruitment efforts and interviewee totals, the referral sources
used for each vacancy, the community groups notified, and specifics regarding participation in longer-term
recruitment initiatives. Broadcasters are subject to an FCC mid-term review in the fourth year of the license term
and an FCC review as pant of the license renewa application, both requiring the submission of the annual EEO
public file repont for the preceding two years with a statement certifying that the broadcaster's reports are
accurate. The FCC is expected to address the annual workforce employment information and filing requirements
in a separate report and order, The FCC has obtained public comment on its review of possible recruitment
requirements for part-time vacancies but has yet to adopt rules in this area.

The FCC has issued a decision holding that a broadcast siation may not deny a candidate for federal political
office a request for broadcast adventising time solely on the grounds that the amount of time requested is not the
standard length of time which the station offers to its commercial advertisers. The effect this FCC decision will
have on our programming and commercial advertising is uncertain at this time.

The FCC has rules requiring that when money, goods, services or other valuable consideration has been paid
or promised to a station or any employee for the broadcast of programming, appropriate sponsorship
identification announcement(s) must be given. The FCC initiated an inquiry on April 19, 2006 regarding
sponsorship identification practices at the Company. The FCC released a consent decree resolving the matter on
April 13, 2007, which included a voluntary contribution by the Company to the U.S. Treasury of $2.0 million
which we paid on July 11, 2007. Periodically, we may be required to obtain special temporary authority (“STA™)
from the FCC 10 operate one or more of our stations in a manner different from the licensed parameters so that
we can complete scheduled construction or maintenance or so that we may repair damaged or broken equipment
without interrupting service. We are currently operating some stations under STAs in the ordinary course of
business.

In the ordinary course of business, we have received complaints or the FCC has initiated inquiries about
whether we have broadcast indecent programming or violated technical requirements.

Indecency Regulation

The FCC's rules prohibit the broadcast of obscene material ot any 1ime and indecent material between the
hours of 6 a.m. and 10 p.m. Broadcasters risk violating the prohibition on the broadeast of indecent material
because of the vagueness of the FCC's definition of indecent material, coupled with the spontancity of live
programming. The FCC in the last few years has stepped up its enforcement activities as they apply to indecency
and has threatencd to initiate license revocation or license renewal proceedings against broadcast licensees for a
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category of undefined *“serious” indecency violations. The FCC has also expanded the breadih of indecency
regulation to include material that could be considered “blasphemy,” “personally reviling epithets,” “profanity”
and vulgar or coarse words amounting 1o a nuisance. The FCC has found that the broadcast of fleeting and
isolated expletives was indecent. In June 2007, however, the U.S. Court of Appeals for the Second Circuit {the
“Second Circuit”) vacated the FCC’s “fleeting expletive” policy on the ground that the FCC failed to articulate a
reasoned basis for a change in its longstanding approach in this area, The Second Circuit remanded the case to
the FCC for further proceedings consistent with the Second Circuit’s opinion, and the FCC has filed a petition for
certiorari with the U.8. Supreme Court on this matter. In addition, Congress currently has under consideration
legislation that addresses the FCC's enforcement of its rules conceming the broadcast of obscene, indecent and
profane material, including a law that would make future “fleeting expletives” indecent under the FCC's
Jjurisdiction. The FCC has also begun imposing separale fines for each allegedty indecent “utterance,” in contrast
with its previous policy, which generally considered all indecent words or phrases within a given program as
constituting a single violation, In a separate matter, a new law increased the maximum forfeiture for a single
indecency violation to $325,000, with a maximum forfeiture exposure of $3,000,000 for any continuing violation
arising from a single act or failure to act, which became effective on July 20, 2007. As a result, we could face
increased costs in the form of fines and greater risk that we could lose one or more broadcasting licenses. In the
ordinary course of business, we have received complaints or the FCC has initiated inquiries about whether a
limited number of our radio stations have broadcast indecent programming. We also have a few outstanding
indecency proceedings against our stations. The pendency of these proceedings, as well as the FCC's more
vigorous enforcement of its indecency rules, may encourage third partics to challenge our license renewal or
assignment applications.

Proposed and Recent Changes

Congress, the FCC or other federal agencies may in the future consider and adopt new laws, regulations and
policies regarding a wide variety of matters that could, directly or indirectly, affect the operation, ownership and
profitability of our radio stations, result in the loss of audience share and advertising revenue for our radio
stations, and affect our ability to acquire additional radio stations or finance acquisitions. These matters include:

*  changes in the FCC’s ownership rules and policies, including changes to the local radio ownership
rules and the limitations on the cross-ownership of radio and other media (see “Multiple Ownership
Rules™),

*  proposals to increase regulatery fees or to impose spectrum use or other fees on FCC licensees;

+ technical and frequency allocation matters and changes to broadcast technical requirements;

*  proposals to restrict of 'prohibit the advertising of beer, wine and other alcohelic beverages;

*  proposals to resirict or prohibit the advertising of on-line casinos or on-line sports-betting services;
+  proposals to limit the tax deductibility of advertising expenses by advertisers;

+  restatement in revised form of the FCC's EEO rules and revision to rules relating to political
broadcasting;

*  proposals to regulate or prohibit payments to stations by independent record promoters, record labels
and others for the inclusion of specific content in broadcast programming;

*  proposals to impose sales tax on advertising expenses;
*  proposals to shorten the term of broadcasting licenses from eight to three years; and

»  proposals to require radio broadcasters to pay royalties to musicians and record labels for the
performance of music played on the stations. '

The FCC selected HD Radio™ technology as the exclusive standard for digital services for terrestrial AM
and FM broadcasters. The FCC has authorized the commencement of “hybrid” ransmissions—simultancous
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transmissions in both analog and digital—using HD Radio™ systems for AM and FM stations. Digital audio
broadcasting’s advantages over traditional analog broadcasting technology include improved sound quality and
the ability to offer a greater variety of auxiliary services. HD Radio™ technology permits radio stations to
transmit radio programming in both analog and digital formats, and in digital-only formats, using the bandwidth
the radio station is currently licensed to use. We have converted 65 of our radio stations to digital broadcasting
technology and are likely to convert all of our radio stations over the next several years. In addition to vsing the
HD Radio™ technology, we are a founding member of the HD Digital Radio Alliance Association, which was
formed 10 promote and develop HD Radio™ and its digital multicast operations.

In January 2000, the FCC created a new low power FM radio service. The new low power stations operate
at a maximum power of between 10 and 100 walts in the existing FM commercial and non-commercial band.
Low power slalions may be used by governmental and non-profit organizations to provide non-commercial
educational programming or public safety and transportation radio services. No existing broadcaster or other
media entily is permitted to have an ownership interest or enter into any program or operating agreement with
any low power FM station. During the first two years of the new service, applicanis must be based in the area
they propose to serve. Applicants are not permitied to own more than one station nationwide during the initial
1wo-year period. After the initial two-year period, entitics are allowed 1o own up to five stations nationwide, and
after three years, the limit will be raised 10 ten stations nationwide. A single person or entity may not own two '
low power stations whose transmitters are less than seven miles from each other. The authorizations for the new
stations are not transferable. In April 2001, the FCC adopted a third channel interference piotection standard that
prohibited any applicant from obtaining a low power FM station who has previously operated a station without a
license. '

At this time it is difficull to assess the competitive impact of these new stations. Although the new low
power stations must comply with certain technical requirements aimed at protecting existing FM radio stations
from interference, we cannol be certain of the level of interference that low power stations will cause after they
begin operating. Moreover, if low power FM stations are licensed in the markets in which we operate, the low
power stations may compete with us for listeners. The low power stations may also limit our ability to obtain new
licenses or to modify our existing facilities, or causc interference to areas of existing service that are not
protected by the FCC's rules, any of which may have a material adverse effect on our business.

We cannot predict what other matters might be considered in the future by the FCC or Congress, nor can we
judge in advance what impact, if any, the implementation of any of these proposals or changes might have on our
business.

Federal Antitrust Considerations

The Federal Trade Commission ("FI"C“) and the Department of Justice (*DOJ"}), which evaluate
transactions to determine whether those transactions should be challenged under the federal antitrust Jaws, have
been increasingly active recently in their review of radio station acquisitions, particularly where an operator
proposes 10 acquire additional siations in its existing markets.

For an acquisition meeting certain size thresholds, the Hart-Scott-Rodino Antitrust Improvements Act of
1976. as amended (the “Hart-Scott-Rodine Act”), and the rules promulgated thereunder, require the parties to file
Notification and Report Forms with the FTC and the DOJ and to observe specified waiting period requirements
before consummating the acquisition. During the initial 30-day period after the filing, the agencies decide which
of them will investigate the transaction. If the investigating agency determines that the ransaction does nol raise
significant antitrust issues, then it will either terminate the waiting period or allow it to expire after the initial 30
days. On the other hand, if the agency determines that the transaction requires a more detailed investigation, then,
at the conclusion of the initial 30-day period, it will issue a formal request for additional information. The
issuance of a formal request extends the waiting period until the 20th calendar day after the date of substantial
compliance by.all parties to the acquisition. Thereafter, the waiting period may only be extended by court order
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or with the consent of the parties. In practice, complying with a formal request can take a significant amount of
time. In addition, if the investigating agency raises substantive issues in connection with a proposed transaction,
then the parties frequently engage in lengthy-discussions or negotiations with the investigating agency
concerning possible means of addressing these issues, including persuading the agency that the proposed
acquisition would not viotate the antitrust laws, restructuring the proposed acquisition. divestiture of other assets
of one or more parties, or abandonment of the transaction. These discussions and negotiations can be time
consuming, and the partics may agree to delay completion of the acquisition during their pendency.

At any time before or after the completion of a proposed acquisition, the FTC or the DOJ could take action
under the antitrust laws as it considers necessary or desirable in the public interest, including seeking Lo enjoin
the acquisition or secking divestiture of the business or other assets acquired. Acquisitions that are not required to
be reponted under the Han-Scott-Rodino Act may be investigated by the FTC or the DOJ under the amitrust laws
before or after completion. In addition, private parties may, under certain circumstances, bring legal action to
challenge an acquisition under the antitrust laws.

As part of its increased scrutiny, of radio station acquisitions, the DOJ has stated publicly that it believes that |
commencement of operations under time brokerage agreements, local marketing agreements, joint sales '
agreements and other similar agreements customarily entered into in connection with radio station transfers prior
to the expiration of the waiting period under the Hart-Scott-Rodine Act could violate the Hart-Scou-Rodino Act.
In connection with acquisitions subject to the waiting period under the Hart-Scoit-Rodino Act, so long as the
DOIJ policy on the issue remains unchanged, we would not expect to commence operation of any affected station
1o be acquired under a time brokerage agreement, local marketing agreement or similar agreement until the
waiting period has expired or been terminated.

Environmental . .

As the owner, lesseg, or operator of various real properties and facilities, we are subject to various federal,
state, and local environmental laws and regulations. Historically, compliance with these laws and regulations has
not had a material adverse effect on our business. There can be no’assurance, however, that compliance with
cxisting or new environmental laws and regulations will not require us to make significant expenditures of funds.

Seasonality

In the radio broadcasting industry, seasonal revenue fluctuations are common and are due primarily to
variations in advertising expenditures by tocal and national advertisers. Typically, revenue is lowest in the first
calendar quarter of the year and highest in the second and fourth calendar quarters of the year.

Employees

As of December 31, 2007, we had approximately 3,200 full-time employces and approximately 1,800 part-
time employees, of which approximately 300 are covered by collective bargaining agreements. We consider our
relations with our employees generally 1o be good.

We employ several on-air personalities in our businesses. We enter into employment agreements with
certain on-air personalities in order to protect our interests in these employee relationships. We do not believe
that the loss of any one of these on-air personalities would have a material adverse effect on our consolidated
financial condition and results of operations, However, the loss of several key on-air personalities may have a
material adverseeffect on our business, and there can be no assurance that we will be able to retain such key
on-air personalities,

Available Information

Qur Internet address is www.citadelbroadcasting.com. You may obtain through our Internet website, free of
charge, access (o copies of our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on
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Form 8-K, and any amendments to those reports filed or funished pursuant to Section 13(a) or 15(d) of the
Securities Exchange Act of 1934, These reports will be available as soon as reasonably practicable after we
electronically file such material with, or furnish such material to, the Securities and Exchange Commission
(“SEC”). You may read and copy any materials we filed with the SEC at the SEC’s Public Reference Room at
100 F Street, N.E., Washington, DC, 20549, or you may call 1-800-SEC-0330 for more information.

ITEM 1A. RISK FACTORS

The following factors (in addition to others) could have a material impact on our business:

Decreased spending by advertisers and changes in the United States economy could have a material adverse
effect on the Company and its business ' '

' Since virtually all of our Radio Markets' net revenues are generated from the sale of local, regional and
national advertising for broadcast on our radio stations, and the net revenue of our Radio Network is also
dependent on national advertising, a recession or downturn in the United States economy could have an adverse
effect on the Company as advertisers generally reduce their spending during economic downturns. A decline in
the leve) of business activity of our advertisers could decrease our revenue and profit margins. In addition,
because a substantial portion of our revenue is derived from local advertisers, our ability to generate advertising
revenue in specific markets could be adversely affected by local or regional economic downtumns.

We may lose audience share and advertising revenue to competing radio stations, radio networks or other
types of media compelitors

We operate in a highly competitive industry. Our Radio Markets and Radio Network compete for audiences,
creative and performing talent, broadcast rights, market share and advertiser support with other radio stations and
station groups, radio networks, and other syndicated programming and other media such as broadcast television,
newspapers, magazines, cable television, satellite television, satellite radio, outdoor advertising, the Internet,
hand-held programmable devices, such as iPods and ceflular phones, and direct mail. Audience ralings,
performance-based revenue arrangements and market shares are subject to change, and any adverse change in a
particular geographic area could have a material and adverse effect on our ability to attract not only advertisers in
that local region, but national advertisers as well. Any adverse change in a particular market or in the relative
market positions of the stations located in a particular market, or any adverse change in listeners’ preferences
could have a material adverse effect on our revenue (since advertising sales are based on ratings for the programs
in which advertisements air) or ratings, could require increased promotion or other expenses in that market, and
could adversely affect our revenues in other markets. Other radio broadcasting companies may enter the markets
in which we operate or may operate in the future or offer syndicated programming that competes with the Radio
Network, and these companies may be larger and have more financial resources than us. In addition, from time to
time, other stations may change their format or programming, a station may adopt a format to compete directly
with us for audiences and advertisers, or stations or networks might engage in aggressive promotional
campaigns. These tactics could result in lower ratings, lower market share, and lower advertising revenue or
increased promotion and other expenses and, consequently, lower earnings and cash flow for us. Audience
preferences as to format or programming may also shift due to demographic changes, personnel or other
programming changes, a decline in broadcast listening trends or other reasons. Our failure to respond, or 10
respond as quickly as our competitors, could have an adverse effect on our business and financial performance,
We cannot assure you that we will be able to maintain or increase our current andience ratings and advertising
revenue.

We may lose key on-air talent to competing radio stations, radio networks or other types of media competitors

We operate in a highly competitive industry. Our Radio Markets and Radio Network compete for creative
and performing on-air talent with other radio stations and station groups, radio networks, and other syndicated
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programming and other media such as broadcast television, cable television, satellite television and satellite
radio. Employees and other on-air talent of the Company are subject to change and their contracts are govermned
pursuant.to certain terms and termination provisions. Any adverse change in a particular program, format or
on-air talent could have a material adverse cffect on our ability to attract local andfor national advertisers, on our
revenue and/or ratings, or could require increased expenses. As such, the loss of key on-air talent could result in
lower ratings, lower market share and lower advertising revenue or increased promotion and other expenses and,
consequently, lower earnings and cash flow for us. Our failure to respond, or to respond as quickly as our
competitors, could have an adverse effect on our business and financial performance. We cannot assure you that
we will be able to retain all current on-air employees and personnel or that we will be successful in renewing or
extending our existing contracts with our on-air employees and personnel.

Qur substantial indebtedness could adversely affect our operations and financial condition

.

As of December 31, 2007, we had outstanding indebtedness of approximately $2,465.0 million, consisting
of $330.0 million of convertible subordinated notes and $2,135.0 million under our Senior Credit and Term
Facility. This indebtedness could have important consequences to us, including, but not limited to:

<« limiting our operational flexibility due to the covenants contained in our debt agreements;
+  limiting our ability to invest operating cash flow in our businesses due to debt service reguirements;
*  limiting our ability to pay quarterly dividends or 1o repurchase shares;
+  limiting our ability to oblain additional financing or to raise additional capital;
*  causing certain valuable tax attributes to expire unused;
*  requiring us to dispose of significant assets;

+  limiting our ability to compete with compaties that are not as highly leveraged and that may be better
positioned to withstand economic downtums;

*  increasing our vulnerabilily to econornic downturns, changing market conditions and changes in the
radio broadcast industry;

*  limiting our flexibility in planning for, or reacting to, changes in our business or industry; and

* 10 the extent that our debt is subject to floating interest rates, increasing our vulnerability to
fluctuations in market interest rates,

Many of the Company’s radio stations have experienced a decline in results of operations during fiscal year
2007, including those obtained as a result of the Merger. The continuation or worsening of that decline in results
of operations could have adverse effects on the Company, some of which may be material. We currently intend
to obtain the funds needed to pay our expenses and to pay the principal and interest on our outstanding debt from
operations, Qur ability to meet’our expenses and debt service obligations will depend on the factors described
above, as well as our future performance, which will be affected by financial, business, economic and other
factors, including potential changes in consumer preferences, the success of product and marketing innovation
and pressure from competitors. If we do not generate encugh cash to pay our debi service obligations, we may be
required to refinance all or part of our existing debt, sell our assets, borrow more monéey or raise equity, We
cannot assure you that we will be able to, at any given time, refinance our debt, sell assets, borrow more money
or raise equity on terms acceptable to us or at all.

We are subject to restrictive debt covenants, which may restrict our operational flexibility

In addition to the debt service requirements described above, our Senior Credit and Term Facility and other
material contracts of the Company impose many restrictions on us and our subsidiaries. These restrictions
include covenants that restrict our and our subsidiaries’ ability to incur additional indebtedness, pay dividends on
and repurchase.common stock, make other restricted payments, including dividends and invesiments, sell our
assets, transfer all or substantially all of our assets and enter into consolidations or mergers.
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Our Senior Credit and Term Facility also requires us to maintain a specified financial ratio and satisfy
financial condition tests. Our ability 1o meet the financial ratio and tests may be affected by future events,
including some events beyond our control, and we cannot assure you that we will meet the financial ratio and
financial condition tests. A breach of any of the covenants, financia! ratio, financial condition tests or restrictions
could result in an event of default under our Senior Credit and Term Facility, in which case the lenders could
elect to declare all amounts outstanding under the Senjor Credit and Term Facility to be immediately due and
payable. If the lenders under our Senior Credit and Term Facility accelerate the payment of the indebtedness, we
cannot assure you that our assets would be sufficient to repay in full that indebtedness and any other indebtedness
that would become due as a result of any acceleration.

Future losses could be caused by future asset impairment of our FCC licenses and/or goodwill

As of December 31, 2007, our FCC licenses and goodwill comprise 82% of the Company’s total assets. The
Company has recently recognized significant non-cash impairment charges relating to these assets. Interim and/
or annual impairment testing, as applicable, are required under SFAS No. 142, Goodwill and Other Intangible
Assets, and could result in future impairment losses. The fair value of FCC licenses and goodwill is primarily
dependent on the future cash flows of the Radio Markets and Radio Network. If actual market conditions and
operational performance for the respective reporting units underlying the intangible assets were to deteriorate, or
if facts and circamstances change that would more likely than not reduce the estimated fair value of the FCC
licenses and goodwill for these reporting units below their adjusted carrying amounts, the Company may also be
required to recognize additional non-cash impairment charges in future periods, which could have a material
impact on the Company's financial condition and results of operations. Factors that could result in future
impairment losses are further discussed in the section entitled “Critical Accounting Policies” within ltem 7.

Our results may be adverse!y affected if lang-m'm programming contracls are not renewed on sujﬁcmndy
JSfavorable terms .

The Company enters into long-term contracts in the ordinary course of business for both the acquisition and
distribution of media programming and products including contracts for both the acquisition and distribution of
programming rights for sporting events and other programs, contracts for the distribution of programming to
satellite operators, and contracts relating lo programming produced by third parties on our stations and by our
network business. As these contracts expire, the parties must renew or renegotiate the contracts, and if they are
unable to renew them on accepiable terms, we may lose these rights, the related programming and applicable
revenue. Even if these contracts are renewed, the cost of obtaining programming rights may increase (or increase
at faster rates than in the past) or the revenue from distribution of programs may be reduced (or increase at
slower rates than in the past). With respect to the acquisition of programming rights, the impact of these long-
term contracts on our results over the term of the contracts will depend on a number of factors, including the
strength of adventising markets, effectiveness of marketing efforts, the size of viewer audiences, and the related
contract expenses and costs. There can be n6 assurance that revenues from programming based on these rights
will exceed the cost of the rights plus the other costs of producing and distributing the programming.

The loss of affiliation agreements by our network business could materially adversely affect our results of
operations

Our Radio Network has approximately 4,000 station affiliates and 8,500 program affiliations. It recelves
advertising inventory from its affiliated stations, either in the form of stand-alone advertising time within a
specified time period or commercials inserted by the Radio Network into its programming. In addition, primarily
with respect to satellite radio providers, we receive a fec for prowdmg such programming. The loss of network
affiliation agreements of the Radio Network could adversely affect our results of operalions by reducing the
reach of our network prograrnming and, therefore, it§ attractiveness to advertisers. Renewal on less favorable
terms may also adversely affect our results of operations through reduction of advertising revenue.
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The failure or destruction of satellites and transmitter facilities that we depend upon to distribute our
programming could materially adversely affect our businesses and results of aperations

The Company uses studios, satellite systems, transmitter facilities, and the Intemet to originate and/or

. distribute its station programs and network programs and commercials to affiliates. The Company relies on third-
party contracts and services (o operate the Company's origination and distribution facilities. These third-party
contracts and services include, but are not limited to, electrical power, satellite transponders, uplinks and
downlinks and telecom circuits. Distribution may be disrupted due to one or more of our third parties losing their
ability 1o provide particular services to us which could adversely affect our distribution capabilities. A disruption
can be caused as a result of any number of events such as local disasters (accidental or environmental), various
acts of terrorism, power outages, major telecom connectivity failures or satellite failures. Our ability to distribute
programming o station audience and/or network affiliates may be disrupted for an undetermined period of time
until alternate facilities are engaged and put on-line. Furthermore, until third-party services resume, the inability
to originate or distribute programming could have a material adverse effect on our businesses and results of
operations.

If we lose key executive officers, our business could be disrupted and our financial performance could suffer

Our business depends upon the continued efforts, abilities and expertise of our executive officers, primarily
our chairman and chief executive officer, Farid Suleman. We believe that the unigue combination of skills and
experience possessed by Mr. Suleman would be difficult to replace, and his loss could have a material adverse
effect on the Company, including impairing our ability to execute our business strategy. Mr. Suleman does not
have a formal employment agreement with the Company.

Our business depends upon licenses issued by the FCC, and if licenses were not renewed or we were to be out
of compliance with FCC regulations and policies, our business would be materially impaired

Qur business depends upon maintaining our broadcasting licenses issued by the FCC, which are issued -
currently for a maximum term of eight years and are renewable, Interested parties may challenge a renewal
application. On rare occasions, the FCC has revoked licenscs, not renewed them, or renewed them only with
significant qualifications, including renewals for less than a full term of eight years. In the last renewal cycle, all
of our licenses were renewed; however, we cannot assure you that our future renewal applications will be
approved, or that the renewals will not include conditions or qualifications that could adversely affect our )
operations, could result in material impairment and could adversely affect our liquidity and financial condition. If
we fail to renew, or the FCC renews any of the licenses with substantial conditions or modifications (including
renewing one or more of the licenses for a term of fewer than cight years), it could prevent us from operating the
affected station and generating revenue from it. Further, the FCC has a general policy restricting the
transferability of a station license while a renewal application for that station is pending. [n addition, we must
comply with extensive FCC regulations and policies governing the ownership and operation of our radio stations.
FCC regulations limit the number of radio stations that a licensee can own in a market, which could restrict our
ability to consummate future transactions. Additionally, the FCC is considering further changes to its media
ownership rules, which may limit our ability to expand our media holdings. The FCC’s rules governing our radio
station operations impose costs on our operations, and changes in those rules could have an adverse effect on our
business. The FCC also requires radio stations io comply with certain technical requirements to limit interference
between two or more radio stations. If the FCC relaxes these technical requirements, it could impair the signals
transmitted by our radio stations and could have a material adverse effect on the Company’s business. Moreover,
governmental regulations and policies may change over time, and the changes may have a material adverse
impact upon our business, financia! condition and results of operations.

We may be adversely qffected by the FCC’s more rigorous enforcement of its indecency regulations against
the broadcast industry as well as by the increased amounts of the potential fines

The FCC's rules prohibit the broadcast of obscene material at any time and indecent or profane material on
television or radio broadcast stations between the hours of 6 a.m. and 10 p.m, Broadcasters risk violating the
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prohibition against broadcasting indecent material because of the vagueness of the FCC's definition of indecent
material, coupled with the spontaneity of live programming. The FCC vigorously enforces its indecency rules
against the broadcasting industry as a whole. The FCC has indicated that it is stepping up its enforcement
activities as they apply to indecency and has threatened to initiate license revocation proceedings against
broadcast licensees for “serious” indecency violations. The FCC has found on a number of occasions recently
that the content of broadcasts has contained indecent material. In such instances, the FCC issued fines to the
offending licensees. The FCC has also expanded the breadth of indecency regulation to include material that
could be considered “blasphemy,” “personally reviling epithets,” “profanity” and vulgar or coarse words
amounting to a nuisance. The FCC has found that the broadcast of fleeting and isolated expletives was indecent.
In June 2007, however, the Second Circuit vacated the FCC's “fleeting expletive™ policy on the ground that the
FCC failed to articulate a reasoned basis for a change in its longstanding approach in this area. The Second
Circuit remanded the case to the FCC for further proceedings consistem with the Second Circuit's opinion, and
the FCC has filed a petition for certiorari with the U.S. Supreme Court on this maiter. In addition, Congress
currently has under consideration legislation that addresses the FCC's enforcement of its rules concerning the
broadcast of obscene, indecent and profane material, including a law that would make future “fleeting
expletives” indecent under thé FCC’s jurisdiction. Moreover, the FCC has recently begun imposing separate
fines for each allegedly indecent “utterance,” in contrast with its previous policy, which generally considered all
indecent words or phrases within a given program as constituting a single violation. In addition, a new law
increased the maximum forfeiture for a single indecency violation to $325,000, with a maximum forfeiture
exposure of $3,000,000 for any continuing violation arising from a single act or failure to act. In the ordinary
course of business, we have received complaints or the FCC has initiated inquiries about whether a limited
number of our radio stations have broadcast indecent programming. To the extent these inquiries or other
proceedings by the FCC result in the imposition of fines, a settlement with the FCC, revocation of any of our
station licenses or denials of license renewal applications, our results of operations and business could be
materially adversely affected.

1]

In order to remain competitive, we must respond to changes in technology, services and standards that
characterize our industry . .

The radio broadcasting industry is subject to technological change, evolving industry standards and the
emergence of new media technologies. We may not have the resources (o acquire new technologies or Lo
introduce new services that could compete with thése new technologies. Several new media technologies are
being developed, including the following:

*  audio programming by cable television systems, direct broadcast satellite systems, Internet content
providers (both landline and wireless), new consumer products such as portable digital audio players,
such as iPods and cellular phones, other personal communications systems, and other digital audio
broadcast formats; C o . '

.+ satellite digital audio radio service, which now has two subscriber-based satellite radio services with
numerous channels and niche formats and sound quality equivalent to that of compact discs;

«  HD Radio™ digital radio technology, which could improve the quality of existing AM and FM radio
signals, including stations owned by us; and ' '

«  low power FM radio, which has resulted in additional FM radio broadcast outlets that are designed to
serve small, localized areas.

The radio broadcasting industry historicatly has grown despite the introduction of new technologies for the
delivery of entertainment and information, including the introduction of new technologies used in automobiles,
such as audio cassettes, compact discs, satellite digital audio radio and cellular telephones. A growing
population, greater use of the automobile and increased commuter times have contributed to this growth. Some of
the new technologies, particularly satellite digital audio radio service and Internet radio, will compete for the
consumer’s attention in the car, workplace and elsewhere. We cannot assure you that this historical growth will
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continue. In addition, we cannot predict the effect, if any, that competition arising from new technologies or -
regulatory change may have on the radio broadcasting industry or on our financial condition and results of
operations.

If we do not successfully integrate our historical radio station business with the radio stations and network
businesses we recently acquired, we may not realize the expected benefits of the Merger

We closed the Merger in June 2007 and have begun the process of integration. There is a significant degree
of difficulty inherent in the process of integrating the ABC Radio Business with our historical operations. These
difficulties include the challenges of:

*  integrating the ABC Radio Business with our historical operations while carrying on the ongoing
operations of each business;

*  integrating sales and business development operations;

*  coordinating geogra_;ihically separate organizations;

*  creating uniform standards, controls, procedures, policies and information systéms;

*  retaining existing customers and other constituents of each component of the Company; and

*  retaining and integrating key officers and personnel.

We cannot assure you that the ABC Radio Business will be successfully or cost-effectively integrated into
the Company. The failure to do so could have a material adverse effect on our business, financial condition and
results of operations, )

After the Merger, we have significantly more sales, assets and employees than we did before the Merger. In
addition, our range of programs, stations, advertisers, listeners and competitors is significantly expanded from
our range before the Merger. The integration process requires us to significantly expand the scope of our
operational and financial systems, which increases our operating complexity. Implementation of uniform
conlrols, systems and procedures may be costly and time-consuming. In addition, in the event that the operations
of the ABC Radio Businesses do not meet expectations, we may restructure or write off the value of some of the
assets of the ABC Radio stations and/or the Radio Network,

Alphabet Acquisition Corp. may not have adequate funds to perform its indemnity obligations te TWDC under
the Separation Agreement :

Our wholly-owned subsidiary, Alphabet Acquisition Corp., has agreed to indemnify TWDC from all
liabilities relating to the iabilities assumed (or retained) by one of its predecessors under the Separation
Agreement, and any liabilities (including third-party claims) imposed on, sustained, incurred or suffered by
TWDC that relate to, arise out of or result from the ABC Radio Business, the ABC Radio Business assets
transferred under the Separation Agreement or the failure of Alphabet Acquisition Corp. to pay, perform or
otherwise promiptly discharge a liability transferred to the ABC Radio Business under the Separation Agreement.
In the event that Alphabel Acquisition Corp. becomes obligated to pay TWDC pursvant to its indemnification
obligations, we cannot assure you that Alphabet Acquisition Corp. or the Company will have sufficient liquidity
to meet such payment obligation or that any such payment would not result in an event of default under our
Senior Credit and Term Facility.

We are affected by significant restrictions with respect to certain actions that could jeopardize the tax-free
status of the separation

The Tax Sharing and Indemnification Agrécmcm restricts us and our affiliates from taking certain actions
that could cause TWDC's jnternal restructuring or the Spin-Off to be taxable or that could otherwise jeopardize
the tax-free status of the internal restructuring or the Spin-Off, including:

» + for two years after the completion of the Spin-Off, entering into any agreement, understanding or
arrangement or engaging in any substantial negotiations with respect to any transaction involving the
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acquisition of our stock or the issuance of shares of our stock, or options to acquire or other rights in
respect of such stock, unless, generally, the shares are issued (o qualifying employees or retirement
plans, each in accordance with certain “safe harbors™ under applicable regulations of Section 355 of the
Internal Revenue Code;

»  for two years after the completion of the Spin-Off, entering into any joint venture that includes assets
of our wholly-owned subsidiary, Alphabet Acquisition Corp., or any of its subsidiaries;

s+ for two years after the completion of the Spin-Off, permitting certain subsidiaries of the predecessor of
Alphabet Acquisition Corp. at the time of the Spin-Off to cease to own directly and to operate the radio
station or radio network business conducted by those subsidiaries immediately prior to the Spin-Off;
or, generally, entering into any transaction that would olter the ownership structure of those
subsidiaries at the time of the Spin-Off; and

«  generally, for two years after the completion of the Spin-Off, taking any action that might be a
restructuring tainting act or a distribution tainting act without receiving the prior written consent of
TWDC. '

For this purpose, under the Tax Sharing and Indemnification Agreement, our affiliates include (i) our
subsidiaries, (ii) Farid Suleman, (iii) any of our stockholders affiliated with FL&Co. and (iv) any other
controlling stockhotder of the Company, or person that is a member of a “coordinating group” with a controlling
stockholder of the Company, in each case within the meaning of the applicable regulations under Section 355 of
the internal Revenue Code.

Because of these restrictions, we may be precluded from buying back our stock and we may be limited in
the amount of stock we can issue to make acquisitions or raise additional capital in the two years subsequent (o
the completion of the Spin-Off and the Merger, which could have a materially adverse effect on our liquidity and
financial condition. Also, our indemnity obligation to TWDC might discourage, delay or prevent a change of
contro) that our stockholders may consider favorable. .

We may be required to indemnify TWDC for taxes resulting from acts prohibited by the Tax Sharing and
Indemnification Agreement

In certain circumstances, under the Tax Sharing and Indemnification Agreement, we are required to
indemnify TWDC against taxes and related costs and liabilities of TWDC and its affiliates that arise in
connection with the separation as a result of any restructuring 1ainting acts or distribution tainting acts by us and/
or one or more of our affiliates. For this purpose, our affiliates include (i) our subsidiaries (ji) any of our
stockholders affiliated with FL&Co., (i1} Farid Suleman and (iv) any other controlling stockholder of the
Company, or person that is a member of a “‘coordinating group” with a controling stockholder of the Company,
in cach case within the meaning of applicable regulations under Section 355 of the Internal Revenue Code. If
TWDC recognizes gain on the separation for reasons not related 1o a restructuring tainting act or distribution
tainting act by us or our affiliates, TWDC would not be entitled to be indemnificd by us under the Tax Sharing
and Indemnification Agreement. Our indemnity obligation to TWDC might discourage, delfay or prevenit a
change of contro] that our stockholders may consider favorable. In the event that we become obligated to pay
TWDC pursuani to our indemnification obligations, there can be no assurance we will have sufficient liquidity to
meet such payment obligations. It is also possible that any such payment would result in an event of default
under our Senior Credit and Term Facility.

The transaction structure may discourage other companies from trying to acquire us for a period of time
Jollowing completion of the Merger

Certain provisions of the Tax Sharing and Indemnification Agreement, which are intended to preserve the
tax-free status of the Merger and separation for United States federal income tax purposes, may discourage future
business combination proposals for a period of time following the Merger.
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Our stock price could be volatile and could drop unexpectedly

Our common stock has been publicly traded since August 2003, The market price of our common stock has
been subject to fluctuations since the date of our initial public offering and has declined 66% from the date of the
Merger through December 31, 2007. The stock market has from time to time experienced price and volume
fluctuations that have affected the market prices of securities. As a result, the market price of our common stock
could materially decline, regardless of our operating performance. The price of our common stock may vary due
10 a number of factors, including without limitation;

* the amount of indebledness and liguidity of the Company;
« the payment of any dividends;
*  changes in the regulatory environment;

+  market assessments of the likelihood that the ABC Radio Business will be integrated effectively into
the Company;

*  market assessments of our operating results and financial condition, including of the prospects of post-
Merger operations and synergies; and

+  general markel, business and economic conditions.

We cannot predict or give any assurances as to the market price of our commeon stock.

Future sales of common stock by FL& Co, could adversely affect the price of our common stock

The market for our common stock could fall substantially if FL&Co. sold large amounts of shares of our
common stock in the public market. These sales, or the possibility of such sales, could, among other factors,
make it more difficult for us to raise capital by selling equity or equity-related securities in the future.

Our certificate of incorporation and by-laws and Delaware corporate law contain provisions that may inhibit a
takeover

Our certificate of incorporation and by-laws, as well as Delaware law, may inhibit changes in contre} that
are not approved by our board of directors and could delay or prevent a change of control that our stockholders
may consider favorable. These provisions include:

*  aclassified board of directors;

« limiting the ability to call special meetings of stockholders to the board of directors, the chairman of
the board of directors, the president or chief executive officer of the company; and

* advance notice requirements for nominations of director candidates.

These restrictions and limitations could adversely affect the price of our common stock.

We may be unable to effectively integrarte future acquisitions
The integration of acquisitions involves numerous risks, including:

¢ . difficulties in the integration of operations and systems and the management of a large and
geographically diverse group of businesses;

¢ the diversion of management’s attention from other business concerns; and
«  the potential loss of key employees of acquired businesses.
The risks of integration are magnified during any period of significant growth. We cannot be assured that

we will be able 10 integrate successfully any operations, systems or management that might be acquired with
regard to acquisitions in the future.
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We may be adversely affected by the occurrence of extraordinary events, such as terrorist attacks or natural
disasters

The occurrence of extraordinary events, such as terrorist attacks, natural disasters, intentional or
unintentional mass casualty incidents or similar events may substantially impact the Company's operations in
specific geographic areas, as well as nationally, and it may decrease the use of and demand for advertising, which
may decrease the Company’s revenues or expose it to substantial liability. The September 11, 2001 terronist
attacks, for example, caused a nationwide disruption of commercial activities. The occurrence of future terronist
attacks, military actions by the United States, contagious disease outbreaks or other unforeseen similar events
cannot be predicted, and their occurrence can be expected to further negatively affect the economies where we do
business generally, specifically the market for advertising. In addition, an act of God or a natural disaster could
adversely impact any one or more of the markets where we do business. For example, Hurricane Katrina and the
aftermath left in its wake significantly impacted the operations of our New Orleans radio cluster.

We could experience delays in expanding our business, be prevented from making acquisitions or be required
to divest radio stations due to antitrust laws and other legislative and regulatory considerations

The radio broadcasting industry is subject to extensive and changing federal regulation. The FTC, the DOJ
and the FCC carefully review proposed business acquisitions and dispositions under their respective regulatory
authority, focusing on the effects on competition, the number of stations owned in a market and the effects on
concentration of market revenue share. Any delay, prohibition or modification required by regulatory authorities
could adversely affect the terms of a proposed transaction or could require us 1o modify or abandon an otherwise
altractive opportunity. We can give no assurances that the DOJ, FTC and/or FCC will not seek to bar us from
acquiring additional radio stations in any market where we already have a significant position.

Our failure to comply with the Sarbanes-Oxley Act of 2002 could cause a loss of confidence in the reliability
of our financial statements

We have undergone a comprehensive effort to comply with Section 404 of the Sarbanes-Oxley Act of 2002.
Compliance was required as of December 31, 2004. This effort included documenting and testing internal '
controls, As of December 31, 2007, we did not identify any material weaknesses in our intemal controls as
defined by the Public Company Accounting Oversight Board. The ABC Radio Business has never been operated
as a stand-alone public company, and therefore has never been subject to the Sarbanes-Oxley Act of 2002, other
than s a component of TWDC. The combination of Citadel’s business with the ABC Radio Business roughly
doubled the size of Citadel. There are no assurances that we will not have material weaknesses that would be
required to be reported or that we will be able to comply with the reponing deadline requirements of Section 404.
In addition, the costs of bringing the Company into compliance with the requirements of Section 404 may be
significant. A reported material weakness or the failure to meet the reporting deadline requirements of
Section 404 could result in an adverse reaction in the financial markets duc (0 a loss of confidence in the
reliability of our financial statements. This loss of confidence could cause a decline in the market price of our
stock.

We excluded the internal controls of the ABC Radio Business from our annual assessment of the
effectiveness of our internal control over financial reporting for 2007. This exclusion is in accordance with the
SEC guidance that an assessment of a recently acquired business may be omitted from management's report on
internal controls over financial reporting in the year of acquisition. The ABC Radio Business contributed
approximately 41% of the Company’s total revenues for the year ended December 31, 2007, and the assets of the
ABC Radio Business represent approximately 53% of the Company’s total assets as of December 31, 2007,
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The Company may be influenced by its largest stockholders, whose interests may conflict with those of other
stockholders

Qur largest stockholders, who are affiliated with FL&Co., own approximately 29% of our outstanding
common stock.

The principal stockholders may be able to:
« influence the election of our board of directors;
* influence our management and policies; and

» influence the outcome of any corporate transaction or other matter submitted to our stockholders for
approval, including mergers, consolidations and the sale of all or substantially all of the assets of the
Company.

Centain of our directors have or had relationships with FLL&Co. Theodore J. Forstmann is the senior partner
of FL&Co., and his brother, J. Anthony Forstmann, is a special limited partner of FL&Co. Michael A. Miles also
is a special limited partner of FL&Co. and serves on the Forstmann Little advisory board. Wayne T. Smith is a
limited partner of two of the funds that own shares of ocur common stock and a director of 24 Hour Fitness
Worldwide, Inc., a majority of the stock of which is controlled by certain affiliated partnerships of FL&Co. As a
result of their relationships with FL&Co., Messrs. Theodere Forstmann, J. Anthony Forstmann, Miles and Smith
have an economic interest in certain of the FL&Co. partnerships and their portfolio investments, including the
Company. Of those directors, however, only Mr. Thecdore Forstmann has any voting or investment power over
the shares of common stock of the Company. Herbert J. Siege! serves as a director of IMG Worldwide Holdings
Inc., a majority of the stock of which is controlled by cenain affiliated partnerships of FL&Co. As a result of
these relationships, when conflicts between the interests of the FL&Co. partnerships and the inlerests of our other
stockholders arise, these directors and officers may not be disinterested. Under Delaware law, although our
directors and officers have a duty of loyally 1o the Company, transactions that we enter into in which a director or
officer has a conflict of interest are generally permissible so long as the material facts as to the director’s or
officer's relationship or interest as to the transaction are disclosed to our board of direciors and 2 majority of our
disinterested directors approves the transaction, or the transaction is otherwise fair to us.

Future changes in our sharcholders could limit our ability to utilize federal and state net operating loss
carryforwards and result in increased tax expense

We have recognized a deferred tax asset for certain net operating loss carryforwards for federal and state
income tax purposes. As of December 31, 2007, the deferred tax asset is approximately $27.7 million. As a result
of the Merger, we have had a greater than 50% change in control and therefore Internal Revenue Code
Section 382 limits the annual amount of net operating losses that we can utilize. We believe this recent
Section 382 limitation will not limit the availability of our net operating losses prior to their expiration date.
However, future ownership changes could significantly impact the annual limitation and therefore limit the
availability of our net operating losses prior to their expiration date. This could result in additional tax expense
and higher federal and state income tax payments in future perieds, which may have a material adverse impact
upon our financial condition and results of operations.

We may be unsuccessful in resolving pending litigation relating to the Company’s convertible subordinated
notes, which could ultimately result in a judgment being entered against the Company {f we do not prevail on
the merits

The Company is in the process of resolving pending litigation relating to alleged defaulis under the
indenture governing the Company's 1.875% convertible subordinated notes due 2011 relating to the Company’s
acquisition of the ABC Radio Business. If the Company is not successful in settling the litigation and if the
Company does not prevail on the merits of the case, then a judgment may be entered against the Company. If any
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of the events relating to the Company’s acquisition of the ABC Radio Business were to be an event of defauh
under the indenture and were 10 be continuing, then subject to the terms and conditions of the indenture, the
trustee or holders of at least 25% in aggregate principal amount of the outstanding convertible subordinated notes
could declare the ouistanding principal amount of $330.0 million and the accrued interest on all convertible
subordinated notes at the maximum statutory rate of 9% commencing as of April 24, 2006 through the date of
payment, to be immediately due and payable. Such accrued interest would approximate 341 million as of
December 31, 2007. If the convertible subordinated notes were 10 become due and payable, the Company would
need to obtain additional financing, and there can be no assurance that we would be able to do so on terms
acceptable to the Company. ) - ' .

ITEM 1B., UNRESOLVED STAFF COMMENTS .

None,

ITEM 2. PROPERTIES AND FACILITIES

The types of properties required to support each of our radio stations include offices, studios, transmitter
sites and antenna sites. A station's studios are generally houscd with its offices in business districts. The
transmitier sites and antenna sites are generally located so as to provide maximum market coverage.

We curmrently own studio facilities in 24 of our markets and own transmitter and antenna sites in 52 of our
markets: We Jease the remaining studio and office facilities, including office space in Las Vegas, NV, New York,
NY, and Dallas, TX, which are not related 1o the operations of a panticular station, as well as the remaining
transmitter and antenna sites. The office space in New York, NY and Datlas, TX is also used for the production
and distribution of the Radio Network programming. We do not anticipate any significant difficultics in renewing
any facility leases or in leasing alternative or additional space, if required. We own substantially all of our other
equipment, consisting principally of transmitting antennae, transmitters, studio equipment and general office
equipment, with the exception of the lease of satellite transponder space used to distribute the majority of the
Radio Network programming.

ITEM3. LEGAL PROCEEDINGS

In a complaint filed on June S, 2003 with the United States District Court for the District of Connecticut, the
Company was named as one of numerous defendants in litigation sceking monetary damages arising from the
injuries and deaths at a Rhode Island nightclub. The complaint contains multiple causes of action, only a small
aumber of which are brought against the Company, which assert claims, based on theories of joint venture
liability and negligence. The Company's involvement was to advertise the concert on one of its staticns and to
distribute promotional tickets provided by the organizers. On October 3, 2003, the action was transferred to the
United States District Count, District of Rhode Island (the “District Court™), where it subsequently was
consolidated with suits on behalf of some 240 other concertgoers (in which the Company was not sued) for the
purposes of pre-trial discovery and motion practice. On January 27, 2005, the Company filed an answer to the
complaint, substantially denying plaintiffs’ altegations against the Company. On February 18, 2005, an identical
suit was filed on behalf of one additional concertgoer. On January 5 and 31, 2006, substantially identical suits
were filed on behalf of two additional concengoers. The Company believes that plaintiffs’ claims against the
Company are without merit and intends to defend these claims vigorously. The Company has filed its motion for
summary judgment, which is currently pending with the District Court. The Company does nol believe that the
outcome of the [itigation regarding the Rhode Island night club matters will have a material adverse impact on its
financial condition, results of operations, or cash flows.

In 2005, the Company and one of the former ABC Radio stations received a subpoena from the Office of
Attorney General of the State of New York (the “New York Attorncy General”), as have several other radio
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broadcasting companies and record companies operating in the State of New York, relating to the New York -
Attorney General’s investigation of promotional practices involving record companies’ dealings with radio
stations. The Company has cooperated with this investigation, and (o date, no action has been taken against the

Company. . -

On February. 21, 2006, the Company received a letter from an atlorney claiming to represent holders of more
than $109 million of the principal amount of the Company’s 1.875% convertible subordinated notes due 2011
(the “Notes") that purported to be a notice of default under the indenture governing the Notes. The letter alleges
that events of defauil have arisen and continue 1o arise (i) from the ABC Radio Merger Agreement, (i) from
other agreements relating to the Merger and (iii) the actions contemplated therein (collectively the
*“Transactions”). Specifically, the letter alleges that the Transactions will or do constitute a fundamental change
under the indenture. On April 24, 2006, the Company received a second letter from the same aitorney claiming
that the Company failed 1o cure the alleged defaults during the more than 60 days that elapsed since the
Company’s receipt of the first letter. The second letter alleges that as a result, an event of default has occurred
and is continuing under the indenture. The second letter also purports to declare the principal amount of the
Notes, and the accrued and unpaid interest thereon, due and payable immediately. The Company continues to
believe that none of the Transactions will or do constitute a fundamental change under the indenture. Therefore,
the Company docs not believe that any event of default, as defined in the indenture, has occurred or is continuing
and does not believe that any holders have a right 10 declare obligations under the Notes due and payable.

On July 17, 2006, the Company filed a complaint against certain of the holders of Notes in the Supreme
Court for the State of New York seeking a judgment declaring that the Transactions do not constitute a
fundamental change for purposes of the indenture. On January 5, 2007, Wilmington Trust Company, the trustee
under the indenture (the “Trustee”), filed a motion to intervene as & defendant and counter-claim plaintiff in the
action. On March 1, 2007, the judge granted Wilmington Trust Company’s motion to intervene as the defendant
in the action and dismissed the individual defendants from the action. The Company filed an amended complaint
on March 8, 2007 against the Trustee as the defendant in the action. Wilmington Trust Company served counter-
claims against the Company on March 15, 2007, Discovery in this action was completed, and both parties filed -
motions for summary judgment with the Supreme Court for the State of New York, which were argued on
November 8, 2007, :

On February 12, 2008, the Company disclosed that the Company, the Trustee, and holders of a majority in
principal amount of the outstanding Notes (the “Majority Noteholders") had reached an agreement in principle
(the “Settlement Agreement™) that would, when and if final, result in the settlement and dismissal of the
Company’s litigation relating to the indenture and the Notes. In connection with this seltlement process, the
Company and the Trustee requested that the Supreme Court for the State of New York withhold its ruling on
dispositive motions relating to the matter. Material terms of the Settlement Agreement include, among others;

{1} the Majority Noteholders would (i) waive any alleged past and existing defaults and their consequences
related to the Transactions, (i) rescind any acceleration and its consequences related to the Transactions and «
(iii) agree to irrevocably tender their Notes in connection with a tender and exchange offer by the Company for
all of the outstanding Notes; ’

(2) the indenture would be amended to confirm that the Transactions did not result in a “fundamental
¢hange”; and : '

(3¥ the Company would commence a $55 million pro rata cash tender for the Notes at a price of $900 per
$1,000 principal amount of Notes and an exchange offer for the remaining Notes for amended and restated
convertible subordinated notes with increased interest rales and specifically negotiated redemption terms
{“Amended Notes™) as soon as reasonably practicable, but not later (subject 1o certain exceptions) than 60 days
after the later of (a) the signing of the Settlement Agreement, (b) the filing of the stipulation of discontinuance,
{c) the receipt of consent of TWDC (described in more detail below), and (d) confirmation establishing the
Majority Noteholders as holders of a majority of principal amount of the Notes. The Amended Notes would have
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the following interest terms: (1) interest on the Amended Notes would initially be payable at an annual rate of
4%, on a basis that is cffective retroactively from January 1, 2008: (2) if as of December 31, 2008 the aggregate
principal amount of the remaining outstanding Amended Notes is greater than $165 million, then (i} the annual
interest rate on the Amended Notes then outstanding would increase by 2% (i.c., 10 a rate of 6%) retroactively
from January 1, 2008 and (ii) at all times from and after January 1, 2009, the annual rate on any Amended Notes
outstanding would be changed to a rate that would make the holders of Amended Notes whole for any discount at
which the Amended Notes are then trading (i.c., make Amended Notes trade at par); and (3) if as of

December 31, 2008 the aggregate principal amount of the remaining outstanding Amended Notes is less than or
equal to $165 million, then (i) on January 1, 2009, the annual interest rate on all Amended Notes that are
outsianding as of such date would be changed to 8%, which increase shall be effective through December 31,
2009 and (ii) on January {1, 2010, the annual interest rate on all Amended Notes that are outstanding as of such
date would be changed to a rate that would make the holders of Amended Notes whole for any discount at which
the Amended Notes are then trading (i.c., make Amended Notes trade at par). For more information relating to
this matter, see Summary of Noteholder Litigation Settlement Agreement dated February 12, 2008 (incorporated
by reference to ltem 8.01 of the Registrant's Current Report on Form 8-K filed with the SEC on February 12,
2008).

Under the Tax Sharing and Indemnification Agreement, dated June 12, 2007, by and among the Company,
Alphabet Acquisition Corp., formerly known as ABC Radio Holdings, Inc., and TWDC, the Company is required
to obtain the consent of TWDC prior 1o entering into the Settlement Agreement and the transactions
contemplated by the Settlement Agreement. Therefore, the Company is currently seeking TWDC's consent to the
Settlement Agreement and the rransactions contemplated by Seitlement Agreement; however, there can be no
assurance that we will be able to obtain their consent under the Tax Sharing and Indemnification Agreement. The
parties are not currently bound to enter into the Settlement Agreement or to complete the transactions
contemplated by the Settlement Agreement, and the Company cannot assure you that the Settlement Agreement
will be executed or that such transactions contemplated therein will be completed.

We are involved in certain other claims and lawsuits arising in the ordinary course of our busincss,
including new matters which invoive various aspects of the ABC Radio Business. We believe that such litigation
matters and claims will be resolved without a material adverse impact on our financial condition, results of
operations, or cash flows.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of security holders during the fourth quarter of 2007,
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PART II

ITEM 5, MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER
MATTERS, AND ISSUER PURCHASES OF EQUITY SECURITIES

Our common stock trades on the New York Stock Exchange (“NYSE") under the symbol “CDL.” The table
below sets forth, for the periods indicated, the range of high and low sales prices for our common stock as
reported by the NYSE.

__Price Range
Migh  low
Fiscal Year 2006
FirstQuarter .. ........oiiiiiiirnnnrriannnns e $13.64 $10.72
SeCOm QUATIET .. oottt ittt e e e $11.20 3§ 8.62
Third QUarer .. ... i e e i $973 $800
FOUR QUaIIET . . v it ettt e o et e $10.75 § 9.08
Fiscal Year 2007
T R 0T o A R A AR $11.01 %937
Second QUAIEr . ...\ttt i e e 51012 § 582
0T L0 Tt - RS R $658 §395
Fourth Quarer . ..ot e e e s $480 §$ 191
Number of Stockholders

On February 15, 2008, the last reported sale price of our common stock on the NYSE was $1.38 per share.
Based on information available (o us and our transfer agent, we believe that as of February 15, 2008, there were
approximately 1.2 mitlion holders of our common stock.

Dividend Policy

In 2005, we began paying a quarterly dividend in the amount of $0.18 per share on our commeon stock.
Quarterly dividends were paid to holders of record on November 30, 2005, March 30, 2006, Junc 30,
2006, October 5, 2006 and February 12, 2007. During the year ended December 31, 2007, we paid cumulative
dividends of $0.18 per share and have not paid regular or quarterly dividends subsequent to February 12, 2007.
Qur board of directors is free to change its dividend practices from time to time and to decrease or increase or
otherwise change the amount and form of the dividend paid, or to not pay a dividend, on our common stock on
the basis of restrictions imposed by applicable law, contraciual limitations (including those imposed by our
Senior Credit and Term Facility, which are discussed below) and financial limitations, including on the basis of
resulls of operations, financial condition, cash requirements and future prospects and other factors deemed
relevant by the board of directors. Qur Senior Credit and Term Facility contains a covenant restricting the
payment of dividends by us, which is subject to a number of specific exceptions. There can be no assurance of
future cash flows from our wholly-owned subsidiaries to pay dividends.

Pursuant to the ABC Radio Merger Agreement, immediately prior to the closing of the Merger, we also
declared a Special Distribution of $276.5 million, or $2.4631 per share, payable immediately prior (o the closing
of the Merger to holders of our common stock of record on June 8, 2007. The amount of the distribution was
determined based on the market price of our common stock over a measurement period ending prior o the
closing and the number of shares of our common stock deemed to be outstanding for such purposes. This Spectal
Distribution is non-recurring.
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Equity Compensation Plan Information

The following tables set forth, as of December 31, 2007, the number of shares of common stock that are
issuable upon the exercise of stock options outstanding and upon vesting of nonvested shares of common stock or
common stock units of the Company under the Citadel Broadcasting Corporation Amended and Restated 2002
Stock Option and Award Plan (the “2002 Long-Term Incentive Plan") and the TWDC Rollover Equity
Agreements (the “ABC Rollover Plan”).

Weighted Average
Nuomber of Shares to be Exercise Price of
Issued Upon Outstanding
Exercise of Qutstanding Options,
Option, Warrants Warrants
I_’I_M and Rights and Rights
Equity Compensation Plans Approved by Stockholders
2002 Long-Term Incentive Plan .................. 4,117,343 315.14
ABCRolloverPlan ..........cooiiiiiiinneinnn 6,094,777 $ 537
Equity Compensation Plans Not Approved by Stockholders
NONE ..ottt it e et —_ —_
TOtal ..t 13,212,120
Number of Shares to be
Issued Upon Vesting of Weighted Average
Nonvested Shares or Grant Date Fair
M Nonvested Share Units Value
Equity Compensation Plans Approved by Stockholders
2002 Long-Term Incentive Plan . ................. 1,971,515 $10.92
ABCRolloverPlan ..................ooiiviitn 3,137,894 $5.90
Equity Compensation Plans Not Approved by Stockholders
NONE . i i e e — —
Total ... e e 5,109,409

As of December 31, 2007, the total number of shares of common stock that remain authorized, reserved, and
available for issuance under the 2002 Long-Term Incentive Plan and the ABC Rollover Plan was 10,170,360 and
2,767,329, respectively, not including shares underlying outstanding grants.

The Company also granted 2,868,006 fully vested stock units, of which 1,434,003 remain subject to a
deferred distribution date, to its chief executive officer under a writicn agreement dated April 23, 2002, as
amended on June 4, 2002.

On November 16, 2007, the compensation committee of the board of directors approved amendments to the
Company's Form of Stock Option Agreement under the 2002 Long-Term Incentive Plan by extending the period
of time under which options under the 2002 Long-Term Incentive Plan may be exercised upon the death of an
employee 10 one year following such event. The amended Form of Stock Option Agreement is filed with this
Annual Report on Form 10-K as Exhibit 10.9. -
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Stock Performance Graph

The following graph compares the cumulative total stockhalder return on common stock of the Company
since its initial public offering against the cumulalive total return of (i) the S&P 500 Index, (ii) the S&P
Broadcasting & Cable TV Index, and (iii) an index consisting of certain peer radio broadcasting companies with
which the Company competes. The peer group index is comprised of the common stock of Cox Radio, Inc. and
Entercom Communications Corp.

COMPARISON OF 53 MONTH CUMULATIVE TOTAL RETURN®

AMONG CITADEL BROADCASTING CORPORATION, THE S&P 500 INDEX,
THE S&P BROADCASTING & CABLE TV INDEX AND A PEER GROUP

$180

so L] w L]
6/1/2000 12/31/2003 © 12/31/2004 12/31/2005 - 123172006 12/131/2007

—8— Citadel Broadcasting Corporation —&- Pger Group 1 —ir— S4P 500 - -@-- S&P Broadcasting & Cable TV

* $100 invested on 8/1/03 in stock or an 7/31/03 in index-Including reinvestment of dividends. Fiscal year

ending December 31.

Source: Factset

Note: Pear group 1 includes Cox Radio, Inc. and Entercom Communications Corp.

Cumulative Total Return
08/01/2003 123172003  1231/2004 123172008 1203172006 1273172007

Citadel Broadcasting Corporation ........ $100.00 $10833 § 7835 §$ 6594 § 5167 $ 14.82
S&P SO0 .. ... e e 100.00 113.15 125.46 131.10 151.76 160.77
S&P Broadcasting & Cable TV .......... 100.00 111.53 101.6] 84.71 121.90 94,33
PeerGroup ...........ccovuiiieiannn, 100.00 116.18 77.75 65.03 68.76 45.01
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Purchases of Equity Securities

On June 29, 2004 and November 3, 2004, the Company's board of directors authorized the Company to
repurchase up to $100.0 million and $300.0 million, respectively; of shares of its outstanding common stock. No
repurchases were made during the quarter ended December 31, 2007. As of December 31, 2007, the Company
had repuichased approximately 26.2 million shares of commeon stock for an aggregate amount of approximately
$337.6 million under these repurchase programs. In addition, the Company has acquired approximately
0.9 million shares of common stock for approximately $8.9 million during the year ended December 31, 2007,
primarily through transactions related to the vesting of previously awarded nonvested shares of common stock.
Upon vesting, the Company withheld shares of stock in an amount sufficient to pay the employee's minimum
statutory tax withholding rates required by the relevant tax authorities. These shares do not reduce the amounts
authorized under the Company's repurchase programs discussed above. However, as a result of the Tax Sharing
and Indemnification Agreement and the Merger, the Company may only repurchase additional shares under very

limited circumstances.

+
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ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA

You should read the selected historical consolidated financial data below in conjunction with our
consolidated financial statements and the accompanying notes. You should also read Management's Discussion
and Analysis of Financial Condition and Results of Operations. All of these materials are included elsewhere in
this report. We derived the historical consolidated financial data as of December 31, 2007 and 2006 and for the
years ended December 31, 2007, 2006, and 2005 from our audited consolidated financial statements included in
this report. We derived the historical consolidated financial data as of December 31,2005, 2004, and 2003, and
for the years ended December 31, 2004 and 2003 from our audited consolidated financial statements, which are
not contained in this report. The selected consolidated historical financial data may not be indicative of future

performance. »

Year Ended December 31, - .

2007 2006 - 2005 T 2004 - 2003
(in thousands, except per share amounts)
Operating Data: (1)
NEITEVENUES . ..ot itttierinetriteneannsrarnearannenas $ 719,757 $432,930 $419907 $41(,495 $371.509
Operating expenses:
Cost of revenues, exclusive of depreciation and
amortization shown separately below (2) ............ 253,232 120270 114727 111,724 95,663
Selling, general and administrative (2) ................ 197,106 126,558 122,711 123466 116,259
Corporate general and administrative ................. 44642 30,287 15,363 15,566 20433
Local marketing agreementfees ................... .. 1,326 1,268 1,723 2081 2,405
Assetl impairment and disposal charges (3) ............. 1,612,443 174,049 — — —
Depreciation and amortization . . ..................... 30,678 16,740 22,346 101,270 140,659
Non cash charge related to contractual
obligations (4) ... i e — —_ —_ 16,449 _
Other net .. et e e (3,900)  (1,026) 353 {716) 53
Total OPErating EXPENSES . ... coovinrevrnnrnvenas 2,135,527 468,146 276,517 369780 375472
Operating (loss)income .. .....ooveiiviini i (L415770) (35.216) 143,390 41,715 (3.963)
Interest EXPense, NBL . ... vt i i nian i 100,741 32,911 21,137 17,345 48,254
write off of deferred financing costs due to extinguishment )

Lo I = T3 555 — — 13,615 9,345
(Loss) income before income lax (benefit) expense .......... (1,517.066) (68,127) 122,253 10.755 {61,562)
Income tax (bencfi) exXpense . . .. o.vv et iiniee iy (231,830) (20,113} 52496  (63.813) 28,008
Net (loss) income applicable to common shares . ............ $(1,285.236) $(48,014) § 69757 $ 74,568 § (89,570)
Net (loss) income per share:

BaSIC . - oot e e $ (6.61) $ (0.43) $ 059 % 0358 % (083)
Diluted .......cooviiiiiiiiie e 3 (66108 (04 % 055 § 054 $ (0.83)
Dividends declared pershare . ... ... cvveiviiiii i $ 018 $ 054 § 0188 — § —
Special distribution declared pershare .................... $ 24631 § — $ —~ § — § —
Weighted average common shares outstanding:
BaSIC .ottt it s 194,374 111453 119,234 129,191 107,360
Diluted ... ... i i, 194,374 111,453 134,534 143379 107,360
Other Data:
Cash flow provided by (used in):
Operating activities ................ .. oo $ 171,923 $136277 $140.773 $ 147,146 $§ B4.035
Investing activities . ........v v iien i (1,588) (41,516} (45,535) (156,383) (i74,409)
Financing activities ... ............oviiiiiiiiinn, 26,239 (95234) (91,966) 6,718 91,707
Capital expenditures ... i 12,345 11,790 8,112 8,948 6,162
CUITENL LaX EXPENSE . ...t iiniiiiiira s v aaneas 3sn 2,491 2,861 2.556 1,421
Deferred tax (benefit) expense . ........ooiiniinienn. (235,342) (22,604) 49,635 (66,369) 26,587




December 31,

2007 2006 2008 2004 2003
(in thousands}
Batance Sheet Data
TORl BSSEIS . o v v v vt eannirenesioasasrnessnasns $3.843,435 $2.173,696 $2,333,325 $2,315.698 $2,249,333
Long-term debt and other liabilities (including current
17424 ¢7+ 1) O 2,532,527 751,021 675,055 655,199 693,175

(1) ‘The selected consolidated historical financial data includes the operating results, acquired assets and
assumed liabilities of the ABC Radio Business subsequent to the closing date of the Merger, June 12, 2007.

(2) Centain reclassifications have been made to prior year amounts to conform them to current year
presentation. Barter expenses relating to selling, general and administrative aclivities were reclassified from
cost of revenues to selling, general and administrative in order to conform to ABC Radio’s presentation
subsequent to the Merger.

(3) In accordance with SFAS No. 142, we conducted impairment tests during the year ended December 31,
2007 which resulted in non-cash impairment charges of $1,591.5 million on a pre-tax basis to reduce the
carrying amounts of FCC licenses and goodwill. Additionally, we recognized a non-cash impairment charge
of $20.9 million to write down the carrying amounts of certain stations to be divested to their estimated fair
market values. For the year ended December 31, 2006, we conducted an interim impairment test during the
quarter ended June 30, 2006 and our annual impairment test of indefinite-lived intangible assets as of the
October 1 annual testing date. The analyses resulted in a non-cash impairment charge of $174.0 million on a
pre-tax basis to reduce the carrying amount of FCC licenses and goodwill.

(4) Operating income for 2004 reflects a non-cash charge of approximately $16.4 million primarily due to the
Company’s settlement with its previous national representation firm. Under the terms of the setdement, the
Company's new representation firm seitled the Company’s obligations under the setilement agreement with
its previous representation firm and entered into a new long-term contract with the Company.

(5) Our initial public offering registration statement with the SEC was declared effective on July 31, 2003, and
we used substantially all of the net proceeds of the initial public offering to repay amounts outstanding
under our senior debt. In connection with the repayment, we wrote off deferred financing costs of
$8.2 million. Effective December 10, 2003, we amended our credit facility, and in connection with the
amendment, we wrote off deferred financing costs of $1.2 million in the fourth quarter of 2003. On
February 18, 2004, we sold 9,630,000 shares of common stock at $19.00 per share and concurrently sold
$330.0 million principal amount of convertible subordinated notes. We used all of the net proceeds from
these transactions 10 retire the $500.0 million of 6% subordinated debentures, and in connection with this
repayment, we wrote off deferred financing costs of approximately $10.6 million. In August 2004, Citadel
Broadcasting Company entered into a new senior credit facility that provided for $600.0 million in
revolving Joans through January 15, 2010. In connection therewith, we repaid amounts outstanding under
the previous credit agreement and wrote off approximately $3.0 million in deferred financing costs. On
June 12, 2007, the Company entered into a new Senior Credit and Term Facility and used the proceeds to
repay the outstanding balance of Citadel Broadcasting’s senior credit facility. As a result, we wrote off
approximately $0.6 million of deferred financing costs.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

Overview

On February 6, 2006, we and Alphabet Acquisition Corp., a wholly-owned subsidiary of the Company
(“Merger Sub™), entered into an Agreement and Plan of Merger with The Walt Disney Company (“TWDC") and
ABC Radio Holdings, Inc., formerly known as ABC Chicago FM Radio, Inc. (“ABC Radio™}, a Delaware
corporation and wholly-owned subsidiary of TWDC (the “*Agreement and Plan of Merger”). The Agreement and
Plan of Merger was subsequently amended as of November 19, 2006. The Company refers to the Agreement and
Plan of Merger, as amended, as the “ABC Radio Merger Agreement.”

The Company, Merger Sub, TWDC and ABC Radio consummated the previously disclosed (i) separation of
the ABC Radio Network business and 22 ABC radio stations {collectively, the *ABC Radio Business™) from
TWDC and its subsidiaries, (ii) spin-off of ABC Radio, which holds the ABC Radio Business, and (iii) merger of
Merger Sub with and into ABC Radio, with ABC Radio surviving as a wholly-owned subsidiary of the Company
(the “Merger™).

Prior to June 12, 2007, pursuant to the Separation Agreement by and between TWDC and ABC Radio, dated
as of February 6, 2006 and amended on November 19, 2006 (the “Separation Agreement”), TWDC consummated
a series of transactions to effect the transfer to ABC Radio and its subsidiaries of all of the assets relating to the
ABC Radio Business and the transfer to TWDC'’s subsidiaries and affiliates of all of the assets not relating to the
ABC Radio Business. In connection with those transactions, TWDC or one of its affiliates retained cash from the
proceeds of debt incurred by ABC Radio on June 5, 2007 in the amount of $1.35 biflion (the “ABC Radio
Debt™). Following these restructuring transactions by TWDC, and immediately prior to the effective time of the
Merger on June 12, 2007, TWDC distributed all of the outstanding common stock of ABC Radio pro rata to
TWDC's stockholders through a spin-off (the “Spin-Off"). In the Spin-Off, each TWDC stockholder reccived
approximately 0.0768 shares of ABC Radio common stock for each share of TWDC common stock that was
owned on June 6, 2007, the TWDC record date for pusposes of the Spin-Off.

Immediately following the Spin-Off and pursuant to the ABC Radio Merger Agreement, on June 12, 2007,
Merger Sub was merged with and into ABC Radio, with ABC Radio continuing as the surviving corporation and
becoming a wholly-owned subsidiary of the Company. Immediately thereafter, the separate corporate existence
of Merger Sub ceased, and ABC Radio was renamed Alphabet Acquisition Corp. The Merger became effective
on June 12, 2007, at which time each share of ABC Radio common stock was converted into the right to receive
one share of the Company's common stock. As a result, the Company issued 151,707,512 shares of ils common
stock to TWDC's stockholders. Immediately following the Merger, the Company's pre-merger stockholders
owned approximately 42.5%, and TWDC's stockholders owned approximately 57.5% of the outstanding
common stock of the Company.

Also, on June 12, 2007, to effectuate the Merger, the Company entered into a new credit agreement with
several lenders to provide debt financing to the Company in connection with the payment of the special
distribution on June 12, 2007 in the amount of $2.463 | per share (o all pre-merger holders of record of Company
common stock as of June 8, 2007 (the “Special Distribution”), the refinancing of Citadel Broadcasting’s existing
senior credit facilily, the refinancing of the ABC Radio Debt and the completion of the Merger.

Statement of Financial Accounting Standards ("SFAS") No. 141, Business Combinations, requires the use
of the purchase method of accounting for business combinations, In applying the purchase method, it is necessary
1o identify both the accounting acquiree and the accounting acquirer. In a business combination effected through
an exchange of equity interests, such as the Merger, the entity that issues the shares (the Company in this case) is
generally the acquiring entity. In identifying the acquiring entity in a combination effected through an exchange
of equity interests, however, all pertinent facts and circumstances must be considered, including the following:

*  The relative voting interests in the combined entity after the combination. In this case, stockholders of
TWDC, the sole stockholder of ABC Radio, received approximately 57.5% of the equity ownership
and associated voling rights in the Company.
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»  The composition of the governing body of the combined entity. In this case, the composition of the
board of directors of the Company is comprised of the members of the board of directors of the
Company immediately prior to the consummation of the Merger.

*  The composition of the senior management of the combined entity. In this case, the senior management
of the Company is comprised of the members of senior management of the Company immediately prior
{0 the consummation of the Merger.

«  The existence of a large minority voting interest when no other stockholder has a significant interest. In
this case, unless defined, the stockholders of the Company that are affiliated with Forstmann Little &
Co. ("FL&Co.™). held an approximate 29% voting interest of the outstanding common stock of the
Company after the Merger, which we believe is larger than that of any other holder.

While ABC Radio is the legal acquirer and surviving company in the Merger, the Company is the
accounting acquirer in this combination based on the facts and circumstances outlined above. As of June 12,
2007, the date of consummation of the Merger, the Company applied purchase accounting to the assets and
liabilities of ABC Radio, and the historical financial statements of the combined company will be those of the
Company.

In connection with the consummation of the transactions contemplated by the Separation Agreement and the
ABC Radio Merger Agreement, the Company, TWDC, and ABC Radio entered into a Tax Sharing and
Indemnification Agreement (the “Tax Sharing and Indemnification Agreement™) as of June 12, 2007 that
allocates (i) the responsibility for filing tax returns and preparing other 1ax-related information and (ii) the
liability for payment and the benefit of refund or other recovery of taxes. The Tax Sharing and Indemnification
Agreement also provides for certain additional representations, warranties, covenants and indemnification
provisions relating to the preservation of the tax-free status of TWDC's internal restructuring and the distribution
of ABC Radio common stock to the stockholders of TWDC in the Spin-Off. In addition, the Tax Sharing and
Indemnification Agreement imposes certain limitations on future actions by the Company and its subsidiaries
that relate ultimately to actions or failures to take required actions that would jeopardize the tax-frec status of the
Spin-Off or TWDC's internal restructuring. Principal limitations under the Tax Sharing and Indemnification
Agreement on the Company’s actions, among others, include (i) a requirement that the Company continue 1o
conduct its business using a significant portion of the ABC Radio historical assets and (ii) for two years after the
Spin-OFf that the Company not enter into any agreement or transaction involving acquisition of Company stock
or the issvance of shares of Company stock.

The Company is the third largest radio broadcasting company in the United States based on net broadcasting
revenue. The Company owns and operates radio stations and holds Federal Communications Commission
(“FCC™) licenses in 27 states and the District of Columbia, Radio stations serving the same geographic area (i.e.,
principally a city or combination of cities) are referred to as a market. The Company aggregates the markets in
which it operates into one reportable segment (“Radio Markets”) as defined by SFAS No. 131, Disclosures about
Segments of an Enterprise and Related information. The Company has a well-clustcred radio station portfolio
that is diversified by programming formats, geographic regions, audience demographics and adventising clients.
In addition to owning and operating radio stations, we also own and operate the ABC Radio Network (“Radio
Network™), which produces and distributes a variety of news and news/talk radio programming and formats. The
Radio Network is a leading radio network and syndicator with approximately 4,000 station affiliates and 8,500
program affiliations and is a separate reportable segment as defined by SFAS No. 131. Qur top 25 markets
accounted for approximately 71% of the 2007 Radio Markets segment revenue as reponied. On a pro forma basis
for the year ended December 31, 2007, adjusted for the results of ABC Radio and any significant dispositions,
our top 25 markets contributed approximalely 76% of Radio Markets segment revenues. On a pro forma basis as
discussed above, the Radio Markets segment and the Radio Network segment contributed approximately 80%
and approximately 20%, respectively, of our consolidated pro forma net revenues. For additional information
regarding the determination of these pro forma amounts, see Note 3 to the consolidated financial statements.
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Advertising Revenue

The Radio Markets’ primary source of revenue is the sale of local and national advertising. Net revenue is
gross revenue less agency commissions. Radio advertising time can be purchased on a local spot, national spot or
network basis. Local and national spot purchases allow an advertiser to choose a geographic market for the
broadcast of commercial messages and are typicaily besi suited for an advertiser whose business or ad campaign
is in a specific geographic area. Local revenue is comprised of advertising sales made within a station's local
market or region either directly with the advertiser or through the advertiser's agency. National revenue
represents sales made (o advertisersfagencies that are purchasing advertising for multiple markets. These sales
are typically facilitated by our national representation firms, which serve as our sales agents in these transactions.
In 2007, approximately 82% of our Radio Markets’ net broadcast revenue was generated from the sale of local
advertising, and approximately 18% was generated from the sale of national advertising. The major calegories of
our Radio Markets’ advertisers include automotive companies, restaurants, entertainment companies, medical
companies, banks, fast food chains, and grocery stores, and retail merchants. Our revenue is affected primarily by
the advertising rates our radio stations charge as well as the overall demand for radio advertising time in a
markel. Advertising rales are based primarily on four factors:

+  aradio station’s audience share in the demographic groups targeted by advertisers, as measured
principally by quarterly reports issued by The Arbitron Ratings Company (*Arbitron™);

»  the number of radio stations, as well as other form of media, in the market competing for the same
demographic groups;

e the supply of, and demand for, radio advertising time; and

+  the size of the market.

Each station’s local sales staff solicits advertising cither directly from the local advertiser or indirectly
through an adventising agency. Through direct advertiser relationships, we can better understand the advertiser’s
business needs and more effectively design advertising campaigns to sell the advertiser’s products. We employ
personnel in each of our markets to assist in the production of commercials for the advertiser. [n-house
production, combined with effectively designed advertising, establishes a stronger relationship between the
advertiser and the station cluster. National sales are made by a firm specializing in radio advertising sales on the
nationa! level, in exchange for a commission based on net revenue. We also target regional sales, which we
define as sales in regions surrounding our markets, to companies that advertise in our markets through our local
sales force.

Depending on the programming format of a particular station, we estimate the optimum number of
advertising spots thal can be broadcast while maintaining listening levels. Our stations strive to maximize
revenue by managing advertising inventory. Pricing is adjusted based on loca) market conditions and ovr ability
to provide advertisers with an effective means of reaching u targeted demographic group. Each of our stations has
a general target level of on-air inventory. This target level of inventory may vary throughout the day but tends to
remain stable over time. Much of our selling activity is based on demand for our radio stations’ on-air inventory
and, in general, we respond to changes in demand by varying prices rather than changing our target inventory
level for a particular station. Therefore, most changes in revenue reflect demand-driven pricing changes.

A station’s listenership is reflected in ratings surveys that estimate the number of listeners tuned to the
station and the time they spend listening. Advertisers and advertising representatives use station ratings to
consider adventising with the station. We use station ratings to chart audience levels, set advertising rates and
adjust programming. The radio broadcast industry’s principal ratings service is Arbitron, which publishes
periodic ratings surveys for significant domestic radio markets. These surveys are our primary source of audience
ratings data.

Advertising can also be sold on a network basis, which allows advertisers 1o target commercial messages (o
a specific demographic audience nationally through the Radio Network business affiliates on a cost-efficient
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basis compared with placing individual spots across radio station markets. The Radio Network generates
substantially all of its revenue from the sale of advertising time accumulated from its affiliate stations. In
exchange for the right to broadcast Radio Network programming, its affiliates remit a portion of their adventising
time, and in some cases. an additional fee. This affiliate advertising is then aggregated into packages focused on
specific demographic groups and sold by the Radic Network to its advertiser clients who want to reach the
listeners who comprise those demographic groups on a national basis. The Radio Network also generates
advertising revenue by embedding a defined number of adventising units in its syndicated programs, which it
sells to advertisers al premium prices. Since the Radio Network generally sells its advertising time on a national
basis rather than station by station, the Radio Network generally does not compete for advertising dollars with
the stations in the Radio Markets.

In the radio broadcasting industry, seasonal revenue fluctuations are commen and are due primarily to
variations in advertising expenditures by local and national advertisers. As is typical in the radio broadcasting
industry, we expect our revenue will be lowest in the first calendar quarter of the yeur, while the second and
fourth calendar quarters of the year generally produce the highest revenues for the year.

Components of Expenses

Our most significant expenses associated with the Radio Markets are (1) sales costs, (2) programming
expenses, (3) advertising and promotional expenses and (4) administrative and technical expenses. Qur most
significant expenses associated with the Radio Network are (1) sales costs, (2) production and distribution costs
(including broadcast rights fees), (3) affiliate compensation, and (4} administrative expenses. We strive to control
these expenses by working closely with local management and centralizing functions such as finance,
accounting, legal, human resources and management information systems. We also use our muliiple stations,
market presence and purchasing power to negotiate favorable rates with vendors.

Depreciation and amortization of tangible and intangible assets associated with acquisitions and interest
expense incurred from such acquisitions historically have been significant factors in determining our overall
profitability. [ntangible assets consist primarily of FCC broadcast licenses and goodwill, but also include centain
other intangible assets acquired in purchase business combinations. Upon the adoption of SFAS No. 142,
Goodwitl and Other Intangible Assels, on January 1, 2002, the Company ceased amortization of goodwill and
FCC licenses, which are indefiniie-lived intangible assets. Other intangible assets are amortizéd in relation 1o the
economic benefits of such assets over their total estimated useful lives. The Company evaluates its FCC licenses
by reporting unit for possible impairment annually or more frequently if events or changes in circumstances
indicate that such assets might be impaired.

The Company operates its business in two operating segments, Radio Markets and the Radio Network. Each
geographic market where the Company conducts its operations within the Radio Markets segment is a reporting
unit, and the Radio Network is also a reponiing unit pursuant to SFAS No. 142. For purposes of testing the
carrying value of the Company's FCC licenses for impairment, the fair value of FCC licenses for each reporting
unit contains significant assumptions incorporating variables that are based on pasi experiences and judgments
about future performance using industry normalized information for an average station within a market. These
variables would include, but are not timited to: (1) the forecasted growth rate of each radio market, including
population, household income, retail sales and other expenditures that would influence advertising expenditures;
(2) market share and profit margin of an average siation within a market; (3) estimated capita! start-up costs and
losses incurred during the early years; (4) risk-adjusted discount rate: (5) the likely media competition within the
market area; and (6) expected growth rates in perpetuity 1o estimate terminal values. These variables on a
reporting unit basis are susceptible to changes in estimates, which could result in significant changes 1o the fair
value of the FCC licenses on a reporting unil basis. If the carrying amount of the FCC license is greater than its
estimated fair value in a given market, the carrying amount of the FCC license in that market is reduced 1o its
estimated fais value, and such reduction may have a material impact on the Company’s consolidated financial
condition and results of operations.
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The Company’s impairment testing for goodwill in each of its reporting units within its Radio Markets
segmenl and Radio Network is also performed annually or more frequently if events or changes in circumstances
indicate that such assets might be impaired. This evaluation is determined based on an income and/or market
approach for each reporting unit. The market approach compares recent sales and offering prices of similar
propenties or businesses. The income approach uses the subject property’s income generated over a specified
time and capitalized at an appropriate markel rute to arrive at an indication of the most probable selling price. If
the carrying amount of the goodwill is greater than the estimated fair value of the respective reporting unit, the
carrying amount of goodwill of that reporting unit is reduced to its estimated fair value, and such reduction may
have 2 material impact on the Company’s consolidated financiul condition and results of operations.

As more fully set forth in “Critical Accouming Policies,” FCC licenses und goodwill represent a substantial
portion of our total assets. The fair value of FCC licenses und goodwill is primarily dependent on the future cash
flows of the Radio Markets and Radio Network. If actual market conditions and operational performance for the
respective reporting units underlying the intangible assets were to continue to deteriorate, or if facts and
circumstances change that would more likely than not reduce the estimated fair value of the FCC licenses and
goodwill for these reporting units betow their adjusted carrying amounts, the Company may also be required to
recognize additional non-cash impairment charges in future periods, which could huve a material impact on the
Company’s financial condition and results of operations.

On February 6, 2006, the Company entered into the Agreement and Plan of Merger. Subsequent to entering
into the Agreement and Plan of Merger, the operating results of the ABC Radio Business declined. The
Agreement and Plun of Merger was subsequently amended as of November 19, 2006. On Juae 12, 2007, the
Company completed the Merger. FCC licenses and goodwill, totaling approximately $2.8 billion, were recorded
as part of the preliminary purchase price allocation and represenied a substantial portion of ABC Radio’s total
assets, The fair value of FCC licenses und goodwill associated with the ABC Radio Business is dependent on
both the future cash flows expecied to be generated by the ABC Radio Business and other market conditions that
impact the value a willing buyer would pay for such assets. Due 10 a continued deterioration in the radio
marketplace, the operating results of the ABC Radio Business and the Company’s stock price decline from the
date of the Merger through December 31, 2007, the Company reviewed the estimated fair value of the assets
acquired in connection with the Merger as of September 30, 2007, October 1, 2007 (the Company’s annual
impairment testing date), and December 31, 2007. For the year ended December 31, 2007, the Company
recognized a non-cash impairment charge of $1.,115.2 million, which is comprised of $347.8 million of FCC
license impairment and $767.4 million of goodwill impairment to reduce the carrying vatues to their estimated
fair values. 1f market conditions and operational performance of the respective reporting units within the ABC
Radio Business were to continue to deteriorate, or if facts and circumstances change that would, more likely than
not. reduce the estimated fair value of the FCC licenses and goodwill below their adjusted carrying amounts, the
Company may be required to recognize additional non-cash impairment charges in future periods, which coutd
have a material impact on the Company’s financial condition and results of operations.

As a result of the overall deterioration in the radio marketplace, the operating results of the Compuny s other
radio stations and the decline in the Company’s stock price discussed above and cenain reporting units being more
likely than not to be disposed, the Company conducted interim impairment tests for certain of its other reporting
units during the quaner ended September 30, 2007 and as of December 31, 2007, in addition to its annual
impairment test as of October 1, 2007. As a resuli, the Company recorded a non-cash impairment charge of $476.3
million during the year ended December 31, 2007, which is comprised of $156.9 million and $319.4 million of FCC
licenses and goodwill, respectively, to reduce the carrying values 1o their estimated fair values. If market conditions
and operational performance of these respectivé reporting units were to continue 1o deteriorale, or if facts and
circumstances change that would, more likely than not, reduce the estimated fair value of the FCC licenses and
goodwill for these reporting units below their adjusted carrying amounts, the Company may also be required to
recognize additional non-cash impairment charges in future periods, which could have a material impact on our
financial condition and results of operations,
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During the year ended December 31, 2007, the Company also recognized a non-cash impairment charge of
$20.9 million 1o write down the carrying.amounts to the estimated fair market value related to certain of the
eleven stations that were required to be assigned to a divestiture trust upon the closing of the Merger and other
radio assets for which we had definitive sales agreements. ' :

Results of Operations

Our results of operations represent the operations of the radio stations owned or operated by us, or for which
we provide sales and marketing services, during the applicable periods, and of the Radio Network. The following
discussion should be read in conjunction with the accompanying consolidated financial statemems and the related
notes included in this report. As previously discussed, the Merger was completed on June 12, 2007 and
accordingly, the Company’s consolidated balance sheet as of December 31, 2007 includes an allocation to FCC
licenses, for which the fair value determination is completed as of December 31, 2007, and a preliminary
allocation to the fair market value of the remaining assets acquired and liabilities assumed. The final allocations
of the purchase price consideration may differ significantly from the preliminary allocation. In addition, lhc
statement of operations and cash flows of the Company include the cash flows and operations of the ABC Radio .
stations and network operations from June 12, 2007 through December 31, 2007. Pro forma amounts for 2007
and 2006 have been adjuv.ted for the, results of ABC Radio.and any significant station dlsposmons For additional
information regarding the dclcrmmauon of these pro forma amounts, sce Note 3 to-the consol:daled financial
statements. .

Historically, we have managed our portfolio of radio stations through selected acquisitions, dispositions and
exchanges, as well as through the use of local marketing agreements (“LMAs™) and joint sales agreements
("JSAs™). Under an LMA or a JSA, the company operating a station provides programming or sales and
marketing or a combination of such services on behalf of the owner of a stgtion. The broadcast revenue and
operaling expenses of stations operated by us under LMAs and JSAs have been included in our results of
operations since the respective effective dates of such agreements.

Additionally, as opportunities arise, we may, on a selective basis, change or modify a station’s format due to
changes in listeners’ tastes or changes in a competitor's format. This could have an immediate negative impact
on a station’s ratings, and there are no guarantees that the modification or change to a station’s format will be
beneficial at some future time. Qur management is continually focused on these opportunities as well as the risks
and uncertainties associated with any change to a station’s format. We believe that the diversification of formats
at our stations helps to insulate our Radio Markets from the effects of changes in the usical tastes of the public
with respecl to any particular format. We sirive to develop strong listener loyalty as audience ratings in local
markets are crucial to our stations’ financial success.

Year Ended December 31, 2007 Compared to Year Ended December 31, 2006
Net Broadcasting Revenue

December 31,2007 Decomber 31,2006 § Change
(Amounts in millions)

Nel revenues:

LGl -+ v s e e e e e L $500.7 $372.7 $128.0
NatONAl ... it it e 219.1 60.2 158.9
Netrevenue ............ e e $719.8 $432.9 $286.9

Net broadcasting revenues for the year ended December 31, 2007 increased by approximately $286.9
million from approximately $432.9 million, The increase is driven primarily by the operating results of ABC
Radio since the date of the Merger on June 12, 2007. Pro forma net revenues, as adjusted for the results of ABC
Radio and any significant station dispositions, were $944.5 million for the year ended December 31, 2007 as
compared 1o pro forma net revenues of $978.4 million during the year ended December 31, 2006, a decrease of
$33.9 million, or 3.5%. The decrease in net revenues on a pro forma basis was a result of a $30.1 million decline
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in revenue from the Radio Markets, as well as decline in revenue at the Radio Network of $2.3 million. The
decline in net revenues at the Radio Markets was primarily atributable to lower revenues in our Birmingham, -
AL; Washington, DC; Dallas, TX; Atlanta, GA; San Francisco, CA; Providence, R, Tucson, AZ and Detroit, Ml
radio stations, On a pro forma basis, Radio Markets national revenues were down approximately 9.0% and local
revenues were down approximately 2.5%. Subsequent 10 December 31, 2007, the Radio Markets revenues
continue (o remain weak.

Stock-Based Compensation Expense

Effective January 1, 2006, we adopted SFAS No. 123R, Share Based Payment, which requires the cost of all
new granis of share-based payments to employees, including grants of employee stock options, to be recognized
in the financial statements based on their fair values a1 grant date over the requisite service period.

For the year ended December 31, 2007, the total stock-based compensation expense was $23.3 million on a
pre-tax basis, with an associated tax benefit of $1.8 million, or $(0.11), net of tax, per basic share. Included in
this expense amount is approximately $3.1 million of stock-based compensation expense attributable 10 options
and restricted stock units issued in connection with the conversion of awards at the Merger closing date. The
related tax benefit for the year ended December 31, 2007 includes a $3.1 million non-cash write-down of the
Company's deferred tax asset for the excess stock-based compensation expense recorded over the amount of such
compensation costs deductible for income tax purposes upon vesting of these stock-based awards. Also included
in stock-based compensation expense for the year ended December 31, 2007 is approximately $0.3 million
related to adjustments for dividends paid on nonvested shares of common stock that the Company estimates will
not vhimately vest. Total stock-based compensation expense for lhc year ended December 31, 2006 was $17.4
million on a pre-tax basis, with an associated tax benefit of $3.8 million, or $(0.12), net of 1ax, per basic share.
Total stock-based compensation expense recognized for the years ended December 31, 2007 and 2006 is as
follows:

December 31, 2007 December 31,2006 § Change
{Amounts in millipns}

Stock-based compensation expense:

Costofrevenues ................oooooiiiiiiiiny 522 18 $0.4
Selling, general and admimistrative .................... 5.2 24 2.8
Corporate general and administrative . ... .. .. P 159 132 27
Total stock-based compensation expense: ...............c.... $233 $174 $5.9

— —

Cost of Revenues

BPecember 31, 2007 December 31, 2006 § Change

(Amounts in millions)
Cost of revenues (exclusive of depreciation and amortization
shown separalely below) .............coviiiiat. $253.2 $120.3 $1329

Cost of revenues increased by approximately $132.9 million to $253.2 million for the yecar ended
December 31, 2007 as compared to the same periad in 2006. The increase represents primarily the cost of
revenues incurred in ABC Radio’s operations for the period from June 12, 2007 through -December 31, 2007. On
a pro forma basis, cost of revenues increased by $3.3 million, or less than 1%, during the year ended
December 31, 2007 from $354.4 million for the year ended December 31, 2006 to $357.7 mllllon during the ycar
ended December 31, 2007, ‘
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Selling, General and Administrative

December 31, 2007 December 31, 2006 § Change
(Amonnts in millions)

Selling, general and administrative expenses .. ............... $197.1 $126.6 $70.5

Selling, general and administrative expenses for the year ended December 31, 2007 increased approximately
$70.5 million to $197.1 million from $126.6 million in the year ended December 31, 2006, largely resulting from
the costs incurred by the ABC Radio Business from June 12, 2007 through December 31, 2007. On a pro forma
basis, selling, general and administralive expenses increased by $2.0 million, or less than 1%, from
$249.8 million for the year ended December 31, 2006 to $251.8 million during the year ended December 31,
2007.

Corporate General and Administrative Expenses

December 31, 2007 December 31, 2006  § Chaange
{Amounts in millions)

Corporate general and administrative expenses ............... $44.6 $30.3 $14.3

Corporate general and administrative expenses increased $14.3 million, from $30.3 million during the year
ended December 31, 2006 to $44.6 million for the year ended December 31, 2007. We incurred an increase of
$2.7 million in stock-based compensation expense and related compensation costs of $1.8 million, higher overall
salaries, professional fees and technology connectivily costs related to the integration of ABC Radio and payroll
taxes associated with the Special Distribution paid on nonvested shares of stock-based awards

Depreciation and Amortization

December 31, 2007 December 35,2006 § Change
{Amounts In millions)

Depreciation and amortization:

Deprecialion . ... ... i irriiit i $15.0 $13.5 $(0.5)
AMOMLIZAHON . .. .ttt e i iiiise s iaaaneens 15.7 1.2 14.5
Total depreciation and amortization . .................oveee $30.7 $16.7 $14.0

|

Depreciation and amortization expense was $30.7 million during the year ended December 31, 2007,
compared 10 $16.7 million for the year ended December 31, 2006. This increase in depreciation and amortization
is primarily atributable to the approximately $15.2 million of amortization expense recognized on definite-lived
intangible assets acquired by the Company in connection with the Merger. This increase is pantially offset by a
reduction in depreciation expense related 1o the Company’s towers, transmitters and studio equipment tha were
recorded as part of the acquisition of the Company in June 2001 as these assets were substantially fully
depreciated during 2006. Exclusive of any significant station acquisitions or dispositions and any significant
change in the purchase price allocation of ABC Radio, depreciation and amortization expense for the Company is
expected Lo increase to approximately $37.1 million for the year ending December 31, 2008,

Intangible asses presented in the accompanying consolidated balance sheet as of December 31. 2007 reflect
a preliminary allocation to ABC Radio assets acquired, including FCC licenses and goodwill, which are not
subject to amortization, and customer-related intangible assets that are being amortized in relation to the
economic benefits of such asset over a total estimated useful life of approximately seven years. The fair value of
FCC licenses acquired has been completed as of December 31, 2007, and the Company will finalize the
determination of the fair market value of the remaining assets acquired and liabilities assumed, and the allocation
of the purchase price consideration by the second quarter of 2008. Pursuant to SFAS No. 141, other intangible
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assets shall be recognized if they (i) arise from contractual or other legal rights, regardless of whether those rights
are transferable or separable from the ABC Radio Business or from other rights and obligations, or (ii) can be
separaied or divided from the ABC Radio Business and sold, transferred, licensed, rented, or exchanged,
regardless of whether there is an intent to do so. In addition, other intangible assets that may be recognized
include trademarks and trade names, customer-related intangible assets, such as backlog, and contract-based
intangible assets, such as advertising contracts, affiliation agreements, lease agreements, or broadcast
programming rights. By the second quarter of 2008, the Company will determine the final allocation of the
purchase price based on the estimated fair value of assets acquired and liabilities assumed as of the closing date
of the Merger. Since the other intangible assets discussed above are expected to have definite lives and would be
subject to amortization, amortization expense recognized in periods subsequent to the closing of the Merger is
expected to increase, which could have a material impact on the Company’s financial condition and resufts of
operations after the Merger, The Company estimates that for every $100 million of definite-lived intangible
assets that are acquired, amortization expense would increase by approximately $20 million to $33 million
annually, and net income would decrease by approximately $12 million to $20 miilion annually, based on
estimated useful lives of such intangibles of three o five years and the struight-line method of amortization.
Every additional $100 million of definite-lived intangible assets with useful lives similar to the customer-related
intangible assets discussed at Note 6 to the accompanying consolidated financial statements would be expected to
increase amortization by approximately $29 million in the first twelve months after acquisition.

Asset Impairment and Disposal Charges

December 31, 207 December 31,2006 $ Change
(Amounts in millions)

Assetl impairment and disposal charges . .................... 51,6124 $174.0 $1,4384

On February 6, 2006, the Company entered into the Agreement and Plan of Merger. Subsequent to entering
into the Agreement and Plan of Merger, the operating results of the ABC Radio Business declined. The
Agreement and Plan of Merger was subsequently amended as of November 19, 2006. On June 12, 2007, the
Company completed the Merger. FCC licenses and goodwill, totaling approximately $2.8 billion were recorded
as part of the preliminary purchase price allocation and represented a substantial portion of ABC Radio’s 1otal
assets. The fair value of FCC licenses and goodwil} associated with the ABC Radio Business is dependent on
both the future cash flows expected 10 be generated by the ABC Radio Business and other market conditions that
impact the value a willing buyer would pay for such assets. Due to a continued deterioration in the radio
marketplace, the operating results of the ABC Radio Business and the Company's stock price decline from the
date of the Merger through December 31, 2007, the Company reviewed the estimated fair value of the assels
scquired in connection with the Merger as of September 30, 2007, October 1, 2007 (the Company’s annual
impairment testing date), and December 31, 2007. For the year ended December 31, 2007, the Company
recognized a non-cash impairment charge of $1,115.2 million, which is comprised of $347.8 million of FCC
license impairment and $767.4 million of goodwill impairment to reduce the carrying values to their estimated
fair values. If market conditions and operationa!l performance of the respective reporting units within the ABC
Radio Business were to continue to deteriorate, or if facts and circumstances change that would, more likely than
not, reduce the estimated fair value of the FCC licenses and goodwill below their adjusted carrying amounts, the
Company may be required to recognize additional non-cash impairment charges in future periods, which could
have a material impact on the Company's financial condition and results of operations.

As a result of the gverall decline in the radio marketplace, the operating resulis of the Company’s other
radio stations and the decline in the Company’s stock price discussed above and certain reporting units being
more likely than not 1o be divested, the Company conducted interim impairment tests for certain of its other
reporting units during the quarter ended September 30, 2007 and as of December 31, 2007, in addition to its
annual impairment test as of October 1, 2007, As a result, the Company recorded a non-cash impairment charge
of $476.3 million during the year ended December 31, 2007, which is comprised of $156.9 million and
$319.4 million of FCC licenses and goodwill, respectively, to reduce the carrying values lo their estimated fair
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values. If market conditions and operational performance of these respective reporting units were to continue 10
deteriorate, or if fucts and circumstances change that would, more likely than not, reduce the estimated fair value
of the FCC licenses and goodwill for these reporting units below their adjusted carrying amounts, the Company
may also be required to recognize additional non-cash impairment charges in future periods, which could have a
material impact on the Company’s financial condition and results of operations. For further discussion see
“Critical Accounting Policies” section below.

During the year ended December 31, 2007, we also recognized a non-cash impairment charge of $20.9
million to write down the carrying amounts to the estimated fair market value related to certain of the cleven
stations that were required to be assigned to a divestiture trust upon the closing of the Merger and other radio
assets for which we had definitive sales agreements.

During the year ended December 31, 2006, the Company conducted an interim impairment test as a result of
station dispositions in two markets becoming more likely than not and a change in management’s outlook of the
expected growth in certain markets. Further, the Company conducted its annual impairment iest of its indefinite-
lived intangible assets purswant 1o SFAS No. 142. As a result of the interim and annual impairment lests
conducted, the Company recorded a non-cash asset impairment charge of $174.0 million on a pre-tax basis
during the year ended December 3!, 2006 for the write down of the carrying value of the recorded FCC licenses
and goodwill.

Operating Loss

December 31,2007 December 31,2006 $ Chanpe
{Amounts in millions)

Operating 1055 . . ... .o iiienet e $(1.415.8) $(35.2) $(1,380.6)

Operating loss increased approximately $1,380.6 million for the year ended December 31, 2007 from
$35.2 million for the year ended December 31, 2006. The increased loss in 2007 is primarily the result of an
increase in asset impairment and disposal charges of approximately $1,438.4 million. The asset impairment and
disposal charges are related 10 a continued deterioration in the radio marketplace, the operating results of the
ABC Radio Business and the Company’s other radio stations and to a decline in the Company’s stock price from
the date of the Merger through December 31, 2007. Operating loss for the year ended December 31,2007
includes $1,612.4 million non-cash impairment and disposal charges to write down the carrying values of FCC
licenses and goodwill acquired in connection with the ABC Radio transaction and certain of our other FCC
licenses and goodwill, Operating loss was also impacted by an increase in depreciation and amortization of
$9.3 million and an increase of $2.2 million in corporate general and administrative costs, offset by the
operations of the ABC Radio stations and Network acquired on June 12, 2007. Operating loss for the year ended
December 31, 2006 reflects a non-cash impairment charge of $174.0 million to reduce the carrying amounts of
goodwill and indefinite-lived intangible assets for certain of our markets to their respective estimated fair values.

Interest Expense, Net

December 31, 2007  December 31,2006  $ Change
(Amounts in millions)

INMErESt EXPENSE, MBL « ..o\t en e inieare e inn e r s rsaens $100.7 $329 3678

Interest expense increased to $100.7 million for the year.ended December 31, 2007 from $32.9 million for
the year ended December 31, 2006, an increase of $67.8 million. The increase in net interest expense was
primarily the result of the interest incurred on the increased borrowings under the Company’s new Senior Credit
and Term Facility as a result of the Merger and the payment of the Special Distribution as of the closing of the
transaction. Interest expense is expected to continue 1o increase during the year ending December 31,2008 as
compared to the expense incurred during the year ended December 31, 2007 based on the significant increase in
financing obtained in conjunction with the Merger.
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Refer to Item 3. “Legal Proceedings™ above for a detailed discussion of the status of interest expense
expected to be incurred on the convertible subordinated notes.

Income Tax Benefit

Precember 31, 2007 December 31,2006 $ Change
{Amounts in millions)

Incometax beneflt .........cconirnniiii i ians $(231.8) $(20.1) $Q211.D

For the year ended December 31, 2007, the Company recognized tax benefit of approximately
$231.8 million based on a loss before income taxes of approximately $1,517.1 million. Excluding the assct
impairment and disposal charge of $1,612.4 million and the tax benefit associated with this charge of
approximately $284.6 million, which was adversely impacted by the write-off of non-deductible goodwill,
income before 1axes would have been approximately $95.3 million and tax expense would have been
approximately $52.8 million, resulting in an effective tax rate of 55%. The Company’s effective tax rate differs
from the federal tax rate of 35% as a result of a $3.1 million non-cash write down of the Company's deferred tax
asset (as further discussed below), $3.2 million state income tax expense, net of federal benefit, resulting from an
increase in the Company's effective state 1ax rate upon the completion of the Merger as a result of a change in
the jurisdictions in which the Company conducis business, centain non-deductible compensation costs, and other
non-deductible expenses. In the first quarier of 2007, the compensation committee of the Company’s board of
direciors determined that specified performance goals were achieved for certain of the outstanding stock-based
awards. In addition, time-vesting restricted shares vested during the year ended December 31, 2007, and the
Company recognized a $3.1 million non-cash write down of its deferred tax asset for the excess of stock-based
compensation expense recorded over the amount of such compensation costs deductible for income tax purposes
upon vesting of the stock based awards. '

The income 1ax benefit for the year ended December 31, 2006 was primarily the resull of the approximately
$67.3 million deferred tax benefit related to the asset impairment. This benefit was adversely impacted by the
write-off of non-deductible goodwill. Excluding the effects of the asset impairment, the effective tax rate for the
year ended December 31, 2006 is 45%. The effective tax rate in 2006, exclusive of the effects of the asset
impairment differs from the federal rate of 35% primarily due to state taxes, non-deductible compensation and
other non-deductible expenses.

Generally for tax purposes, the Company is expected to be entitled to a 12x deduction, subject to certain
limitations, based on the fair value of the underlying equity awards when the restrictions lapse or stock options
are exercised. As of December 31, 2007, the Company has $14.6 million in deferred tax assets related 1o such
equity awards. The underlying fair value of equity awards since the date of grant have declined in value and the
Company does not have an available additional paid-in capital pool (as defined pursuant to SFAS No. 123R).
Accordingly, absent a subsequent recovery of the underlying fair value of equity awards, when the restrictions
lapse or the stock options are exercised or expire, the Company may be required to immediately recognize a
non-cash write down of the deferred tax asset, which may be material to the consolidated results of operations,
for the tax effect of the compensation cost previously recognized in the fipancial statements to the amount that is
realized.

Based on non-cash siock-based compensation expense recognized and the distribution of fully vested stock
units with deferred distribution dates (the “Undelivered Shares™} in the first quarter of 2008, the Company
eXpects 10 recognize a non-cash write-down of its deferved 1ax asset in the amount of approximately $7.0 million.
Additiona) non-cash write-downs of the Company’s deferred tax assets related to the non-cash stock-based
compensation may be required in future periods as the stock awards vest or expire.

As a result of the Merger described at Note 1, the Company has had a greater than 50% change in control
and therefore knternal Revenue Code Section 382 limits the annual amount of net operating losses that can be
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utilized by the Company. The'annual limitation is approximately $27.1 million plus any unrealized built-in gains
and, assuming no future ownership changes, the Company expects o fully utilize existing net operating loss
carryforwards within the available carryforward periods. However, if a future change in control under

Section 382 occurs, the Company’s net operaling losses could incur additionat limitations. The Company will
continue 10 evaluate the deferred tax asset based on the operations of the Company and any ownership changes
under Section 382 (o determine whether a change in the valuation allowance will be required to reduce the
deferred tax asset to the amount that is more likely than not to be realized.

On January 1, 2007, the Company adopted the provisions of FIN 43, As a result of the implementation of
FIN 48, the Company adjusted the estimated value of its uncertain tax positions by recognizing an additional
estimated reduction in its deferred tax assets of approximately $5.1 million, of which approximately $3.0 million
was recorded as an adjustment to the opening balance of accumulated deficit as of January 1, 2007, and
approximately $2.1 million was recorded as an increase to goodwill related to uncertain tax positions from a prior
acquisition.

Net Loss

Net loss increased to $1,285.2 million, or $(6.61) per basic share for the year ended December 31, 2007
compared to a net loss of $48.0 million, or $(0.43) per basic share, for the year ended December 31, 2006 as a
result of the factors described above. Included in net loss for the year ended December 31, 2007 was a non-cash
asset impairment of $1.327.8 million, net of tax, or $(6.83) per basic share, and $21.5 million of stock-based
compensation expense, net of tax, or $(0.11) per basic share. Included in net loss for the year ended
December 31, 2006 was a non-cash assel impairment of $106.7 million, net of tax, or $(0.96) per basic share,
reluted to the valuation of the Company's FCC licenses and goodwill, approximately $13.7 million of stock-
based compensation expense, net of tax, or $(0.12) per basic share, and approximately $2.7 million of expenses
relating to the FCC's investigation of the Company’s activities in the areas of sponsorship identification, net of
tax, or $(0.02) per basic share.

Year Ended December 31, 2006 Compared to Year Ended December 31, 2005
Net Revenue

December 31, 2006  December 31,2005 § Change % Change
(Amounts in millions)

Net revenues:

Local ... iv e $372.7 $363.1 $ 96 2.6%
National ....... . .ci it 60.2 56.8 34 6.0%
Net broadcasting revenue .. .........coviviinn.ns $4329 £419.9 $13.0 1%

|

_—

Net revenues for the year ended December 31, 2006 were $432.9 million compared with $419.9 million for
the year ended December 31,2005, an increase of $13.0 million, or 3.1%. The increase in revenues was primarily
due 10 higher revenues at the Company's siations, including siations in Modesto, CA, Boise, 1D, Salt Lake City,
UT. and Albuguerque, NM, offset by lower revenues in certain markets, including Baton Rouge, LA, Nashville,
TN, and Worcester, MA. Increased ratings positively impacted revenue at a number of our stations, and an
increase in political revenues also contributed to higher revenue in 2006 as compared to 2005.

Adoption of SFAS No. 123R and Non-Cash Stock-Based Compensaiion Expense

Effective January 1. 2006, we adopted SFAS No. 123R, Share Based Payment, using the modified
prospective approach. SFAS No. 123R replaces SFAS No. 123, Accounting for Stock-Based Compensation, and
supersedes Accounting Principles Board (“*APB™) Opinion No. 25, Accounting for Stock Issued 10 Employees.
SFAS No. 123R requires the cost of all new granis of share-based payments to employees, including grants of
employee stock options. to be recognized in the financial statemenis based on their fair value at grant date, or the
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date of later modification, over the requisite service period. In addition, SFAS No. 123R requires unrecognized
cost (based on the amounts previously disclosed in pro forma footnote disclosures) related to options vesting
after the date of initial adoption to be recognized in the financial statements over the remaining requisite service
period.

For the year ended December 31, 2006, the total share-based compensation expense was $17.4 million on a
pre-tax basis, with an associated tax benefit of $3.8 million, or $(0.12), net of 1ax, per basic share. Total
unrecognized, pre-tax compensation cost related to nonvested stock options of the Company as of December 31,
2006 was approximately $2.7 million. This cost is expected to be recognized over a weighted average period of
approximately two years. Total unrecognized, pre-tax compensation cost related to nonvested shares of the
Company as of December 31, 2006 was approximately $20.0 million measured pursuant to SFAS No. 123R and
is being recognized over the requisite service period or the performance period of the award, which is expected to
be approximately two to three years.

The total impact of the adoption of SFAS No. 123R and total stock-based compensation expense recognized
for the years ended December 31, 2006 and 2005 is as follows:

December 31, 2006 December 31,2005  § Change
{Amounts in millions)

Non-cash stock-based compensation expense:

CostOf TEVEMUES ..\ttt iiiit e 518 — - $18
Selling, general and administrative .................... 24 — 24
Corporale general and administrative . ................ .. 132 34 9.8
Total non-cash stock-based compensation expense: ........... $17.4 $34 $14.0

ll
|
||

Cosi of Revenues

December 31, 2006 December 31,2005 § Change % Change
(Amounts in mitlions)

Cost of revenues {exclusive of depreciation and .
amortization shown separately below) ........... $120.3 $114.7 $5.6 4.9%

Cost of revenues increased by $5.6 million, or 4.9%, to $120.3 million for the year ended December 31,
2006, as compared to $114.7 million for the year ended December 31, 2005 due in pant to approximately $1.8
million of non-cash stock-based compensation expenses as discussed above. The remainder of the increase was
primarily auributable to higher programming, technical and advertising and promotion costs al our existing
stations.

Selling, General and Administrative

Decemiber 31, 2006  December 31,2005 § Change % Change
’ {Amounts in milllons)

Selling, general and administrative expenses ....... $126.6 $122.7 $3.9 3.2%

Setling, general and administrative expenses increased by $3.9 million, or 3.2%, to $126.6 million for the
year ended December 31, 2006, from $122.7 million for the year ended December 31, 2005. The most significant
increase was $2.4 million of non-cash stock-based compensation expense recognized pursuant to SFAS
No. 123R, as well as increased sales costs related to increased revenues.

Corporate General and Administrative Expenses

December 31,2006 December 31,2005  § Change % Change
(Amounts in millions)

Corporate general and administrative expenses . ... .. $30.3 $154 $14.9 96.8%




Corporate general and administrative expenses were $30.3 million for the year ended December 31, 2006.
an increase of $14.9 million, or 96.8%, us compared to $15.4 million for the year ended December 31, 2005. This
increase was largely due to the $9.8 million increase of non-cash stock-based compensation expense recognized
pursuant to SFAS No. 123R relating to grants of stock-based awards made to certain executives, employees and
members of the board of directors, $3.1 million relating to the FCC’s investigation of the Company’s activities in
the area of sponsorship identification, and increased legal and other professional fees. The Company expects the
amounts of corporate general and administrative expenses in future periods will be higher than in the current year
as a result of the payments to one of the Company's senior executive officers for the tax differential between
ordinary income and dividend income tax rates during the years ended December 31, 2007 and 2008, in respect
of dividends and distributions, if any, the senior executive officer receives in respect of certain unvested equily
awards, as well as potential additional grants of non-cash stock-based equity awards. if any. and the expected
increase in staffing in connection with the anticipated Merger with ABC Radio.

Asset Impairment

During the year ended December 31, 2006, the Company conducted an interim impairment lest as a result of
station dispositions in two markets becoming more likely than not and a change in management's outlook of the
expected growth in certain markets. Further, the Company conducted its annual impairment test of its indefinite-
lived intangible assets pursuant to SFAS No. 142, As a result of the interim and annual impairment tests
conducted, the Company recorded a non-cash asset impairment of $174.0 million on a pre-tax basis during the
year ended December 31, 2006 for the write-down of the carrying value of the recorded FCC licenses and
goodwill. If actual market conditions are less fuvorable than those projected by the industry or us, including the
expected economic recovery in our New Orleans market from the effects of Hurricane Katrina, or if an event
occurs or circumstances change that would. more likely than not, reduce the fair value of our FCC licenses or
goodwill below the amounts reflected in the balance sheet, we may be required to recognize impairment charges
in future periods, which could have a material impact on our financial condition and results of operations, For
further discussion see “"Critical Accounting Policies™ section below.

Depreciation and Amortization

December 31,2006  December 31,2005 § Change % Change
(Amounts in millions)

Depreciation and amortization:

Deprecialion .. .........eeeeaenaiinn. . $15.5 $20.1 $(d4.6) -22.9%
AMOMEZALON ..ot i e teeeneinasinns 1.2 2.2 (1.0} -45.5%
Total depreciation and amortization . ............. $16.7 $22.3 $(5.6) -25.1%

—

Depreciation and amortization expense.of $16.7 million for the year ended December 31, 2006 decreased
$5.6 million, or 25.1%, from $22.3 million for the yeur ended December 31, 2005. This decrease in depreciation
and amortization is primarily due to a reduction in depreciation expense related to the Company’s towers,
transmitters and studio equipment that were recorded as part of the acquisition of the Company in June 2001 as
these assets are now substantially fully depreciated. Depreciation and amortization expénse, exclusive of any
significant station acquisitions or dispositions, is expected to decrease in 2007 1o approximately $12.0 million as
a result of the substantially fully depreciated assets.

Operating Loss

Operating loss was $35.2 million for the year ended December 31, 2006, a decrease of $178.6 million as
compared (o operating income of $143.4 million for the year ended December 31, 2005. This decrease was
primarily atributable to the non-cash asset impairment charge of $174.0 million, the increase of non-cash stock-
based compensation of $14.0 million, and the $3.1 million relating the FCC's investigation of the Company's
activities in the area of sponsorship identification, offset by an increase of $13.0 million in revenues and a
decrease of $5.6 million in depreciation and amortization.
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Imterest Expense, Ner

December 31, 2006 December 31,2005  § Change % Change
{Amounts fu miltions)
[nterest expense, NEt . ... ...t $32.9 $21.1 $11.8 . 559%

Net interest expense was $32.9 million for the year ended December 31, 2006, an increase of $11.8 million,
or 55.9%. as compared to $21.1 million for the year ended December 31, 2005. The increase in net interest
expense was primanly due 1o the higher interest rates under Chiadel Broadeasting’s senior credit facility during
the year ended December 31, 2006 as compared to the year ended December 31, 2005 and Citade) Broadcasting’s
overall increase in outstanding borrowings under its senior credit facitity. The increase in outstanding borrowings
was primarily the result of the repurchase of shares of outstanding common stock of the Company pursuant to its
stock repurchase program during the year. The Company’s stock repurchase program may result in additional
borrowings under Citadel Broadcasting’s senior credit facility, and this, in addition 10 higher overal) interest
rates, is expected to cause interest expense incurred during 2007 to continue to be higher than comparable prior
year periods.

As more fully discussed in [tem 3. “Legal Proceedings” above, we have received letters from an attorney
claiming to represent holders of more than $109 miltion of the principal amount of our convertibles subordinated
notes that purported to be a notice of default under the indenture governing the convertible subordinated notes.
The letters allege that events of default have arisen and continue to arise from the ABC Radio Merger Agreement
and other agreements relating to the ABC transaction. I any of the events described in the letters were to be an
event of defavli and were 10 be continuing, subject to the terms and conditions of the indenture, the trustee under
the indenture or holders of at least 25% in aggregate principal amouni of the outstanding convertible
subordinated notes could declare the principal of and accrued interest on all convertible subordinated rotes to be
due and payable, and there could be an event of default under Citadel Broadcasiing's senior credit facility. In the
event we were required to refinance our convertible subordinated notes. we would expect our interest expense (o
increase significantly.

Additionally, in the event the Company completes the Merger described in the “Overview” section above,
the Company expects to refinance Citade] Broadeasting's senior credit facility with the proceeds of the debt
financing expected 1o be provided under the commitment described more fully in the “Liquidity and Capital
Resources” section below, which will result in substantially higher interest expense in future periods as a result
of the increase in indebiedness resulting from the Merger.

Income Tax (Benefit) Expense

December 31, 2006 December 31,2005 § Change
{Amounts in millions}

Income tax {benefi) expense ... $(20.1) $52.5 $(72.6)

Income tax benefit for the year ended December 31, 2006 was $20.! million compared to income tax
expense for the year ended December 31, 2005 of $52.5 million. Income tax benefit for the year ended
December 31. 2006 was primarily due 10 the deferred tax benefit refated to the asset impairmen. This benefit
was adversely impacted by a partial write-off of non-deductible goodwill as a result of the asset impairment.
Excluding the effects of the asset impairment, the cffective tax rate for the year ended December 31, 2006 is
45%. The effective tax rate in 2006, exclusive of the effecis of the asset impairment, differs from the federal tax
rate of 35% primarily due to the state taxes and non-deductible compensation and other expenses. The effective
tax rate of approximately 43% for the year ended December 31, 2005 differed from the federal tax rate of 35% as
a result of state taxes and non-deductible expenses,

Generally for tax purposes, the Company is expected Lo be entitled to a tax deduction. subject (o certain
limitations, based on the fair value of the underlying equity awards when the restrictions tapse or stock options
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are exercised. Through December 31, 2006, the Company has recognized pre-tax compensation cost of $61.4
million and $20.4 million in related deferred tax assets for such awards on a cumulative basts. As of

December 31, 2006, the underlying fair value of equity awards since the date of grant have declined in value and,
based on a preliminary analysis, the Company does not have an available additional paid-in capital pool (as
defined pursuant to SFAS No. 123R). Accordingly, absent a subsequent recovery of the underlying fair value of
equity awards, when the restrictions lapse or the stock options are exercised or expire, the Company may be
required to immediately recognize a non-cash write down of the deferred tax asset, which may be material to the
conselidated results of operations, for the tax effect of the compensation cost previously recognized in the
financial statements to the amount that is realized,

In the first quarter of 2007, the compensation committee of the Company’s board of directors determined
that specified performance goals were met for the 2006 performance period. Based on non-cash stock- based
compensation expense recognized and the expected 1ax benefit associated with the vesting of performance-
vesting shares and the distsibution of fully vested stock units with deferred distribution dates {the “Undelivered
Shares™) in the first quarter of 2007, the Company expects to recognize a non-cash write-down of i ils deferred tax
asset in the amount of approximately $2.8 million. Additional non-cash write-downs of the Company’s deferred
tax assets related to the non-cash stock-based compensation may be required in future periods as the stock
awards vesl or expire.

As more fully disclosed in the Company’s noles to the consolidated financial statements, the Company has
recognized a deferred tax asset for certain net operating loss carryforwards for federal and state income tax
purposes. In the event that the Company completes the Merger described in the “Overview” section above,
certain restrictions pursuant to section 382 of the Interna) Revenue tax code may limit the combined company’s
ability to subsequently utilize these tax atiributes following the Merger. Upon completion of the Merger, the
Company will evaluate the deferred tax assei based on operations of the combined company and determine
whether a change in the valuation allowance is required.

The Company’s state tax rate could also increase subsequent to the closing date of the Merger as a result of
a change in the jurisdictions in which the combined company will conduct its business. As a result, upon
completion of the Mergcr we will assess whether a higher state tax ratc will be required to be applied to the
combined company’s taxable income, which could increase the Company’s effective tax rate and cash laxes on a
prospective basis. In addition, as of the closing date of the Merger, we will also evaluate whether to recognize
immediately in earnings the change, if any, in the state deferred 1ax rate expected (o be applied to our existing net
taxable temporary differences.

Net {Loss) Income

As a result of the factors described above, our net loss was $48.0 million for the year ended December 31,
2006 compared to income of $69.8 million for the year ended Decerber 31, 2005. Included in net loss for the
year ended December 31, 2006 was a non-cash asset impairment of $106.7 million, net of tax, or $(0.96) per
basic share, related to the valuation of the Company’s FCC licenses and goodwill, approximately $13.7 million
of non-cash stock-based compensation expense, net of tax, or $(0.12) per basic share, and approximately $2.7
million of expenses relating to the FCC’s investigation of the Company’s activities in the areas of sponsorship
identification, net of tax, or $(0.02) per basic share. Included in net income for the year ended December 31,
2005 was approximately $2.1 million of non-cash stock-based compensation expenses, net of tax, or $(0.02) per
basic share. The Company has valued its obligation to settle dividends in cash upon conversion of its convertible
subordinated notes. This derivative instrument is measured at its estimated fair value using the Black-Scholes
option pricing model and is recorded as a liability. A1 each subsequent reporting date, the Company measures the
estimated fair value of the derivative financial instrument, and any increase or decrease in the estimated fair
value of the derivative liability is recognized immediately in earnings. The underlying valuation assumptmns
used 10 measure the estimated fair value of derivative financial instrument liability are susceptible to changes in
estimates. These changes in estimates may result in a significant fluctuation in the fair value of the derivative
financial instrurnent liability and may give rise to a significant fluctuation in net income.
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Net (Loss) Income Per Share . ' .

As a result of the decrease in net income discussed above, basic income per share decreased by
approximately $1.02, from income per basic share of $0.59 for the year ended December 31, 2005 10 loss per
share of $(0.43) for the year ended December 31, 2006. Basic net (loss) income per share is computed by '
dividing net (loss) income available to commeon stockholders by the weighted average number of commion shares
outstanding. For the year ended December 31, 2005, diluted net income per share is computed in the same
manner as basic net income per share afier assuming the issliance of common stock for all potentially dilutive
cquivalent shares. The diluted shares outstanding for the year ended December 31, 2005 include additional shares
of approximately 2.0 million due to outsianding stock options and approximately 13.0 million related to our
convertible notes.

Segment Results of Operations

The Company presents segment operating income before depreciation and amortization ("Segment
QIBDA™), which is a non-GAAP measure, as a primary measure of profit and loss far its operating segmeats in
accordance with SFAS No. 131. The Company believes the presentation of Segment OIBDA is relevant and
useful for investors because it allows investors to view segment performance in a manner similar to a primary
method used by the Company's management and enhances their ability to understand the Company's operating
performance. The reconciliation of Segment OIBDA to the Company’s consolidated results of operations is
presented at Note 18 to the consolidated financial siatements.

The following tables present the Company’s revenues, Segment OIBDA, segment operating income,
depreciation and amontization, asset impairment and disposal charges and stock-based compensation expense by
segment, for the years ended December 31, 2007 and 2006.

Year ended
December 35,
2007 2006
) (Amounts in millions)

Net revenues:

RadioMarkels ........ ... .ot tiiiiii ey $ 6151 $4329
RadioNetwork .. ..........ooovvninnan, e 109.1 —
SEEMENI FEVEMUBS . ...\ttt tts et et iaaarrona e $ 7242 $4329
[ntersegment revenues:
RadioMarkets .. ..ottt e e e $f @44 §5 —
RadioNetwork ............... ettt e ey —_ -
Total iNErSCEMENL FEVEMUES |, . ..\ vu v v e ae e re s nnneernnnarennanns 5 (449) & —
Netrevenues ................. . cviiviinvnnnn.. e $§ 7198 §4329
Segmem OIBDA:
Radio Markets, exclusive of related asset lmpalrmem and disposal
charges shown separately below .. ... ... i $ 250.1. $1848
Rodio Network .. ... i e 18.0 —
.Radio Markets asset impairment and disposal charges . ............... . (845.0)  (174.0)
ABC Radio—unallocated asset impairment ........... .ol . (761.4) .
Corporate general and administrative .. ............. e _ (44.6) (30.3)
Depreciation and amortization . ..........c.oiiiiiiieiriannnreen.. (30.7) (16.7)
Other, net . ... .uuun i i e SEREREREEE i 8 1.0

Total operating loss ............ .ot iiiniiia.. e el 8(1,4158) 0% (352
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Operating loss:

Radio Markets, exclusive of related asset impairment and disposal
charges shown separately below ... ...l

RadioNetwork . ... ... . i i e

Radio Markets asset impairment and disposalcharges . ...............

ABC Radio—unallocated asset impairment .............. ... ...

Corporate general and administrative ... ............ o

OtHer, MEL .o e ..

Total operating loss . ... ... e e

Segment depreciation and amonization: .
RadioMarkels .. ... .. . e
Radio Network . . ... ... it i i e

Total segment depreciation and amortization . ....... .. ... . .oiiiaiia s

Asset impairment and disposal charges:
Radio Markets . ... .ottt iieriiirian e enaas
Radio Network .. ..o ve it et e it i
ABC Radio—unallocated asset impairment ...........c.oooiann,

Total asset impairment and disposal charges ........... ... ...t

Segment stock-based compensation expense:
Radio Markels ..ottt i ca e
Radio Network . .. ... i i i e

Total segment stock-based compensation expense . .................. ..

Year ended
December 31,

2007

2006

(Amounts in millions}

§ 2207 S 168.1
16.7 —
(845.0)  (174.0)
7674)  —
(44.6) (30.3)
38 10
SIAI58) $ (352)
$ 294 % 167
13 —
$ 307 $ 167
$ 8450 $ 1740
767.4 —
516124 $1740
$ 57 § 42
17 —
S 74 § a2

Other than the estimated fair value of FCC licenses. which has been completed as of December 31, 2007.
the allocation of the purchase price of ABC Radio 10 assets acquired and liabilities assumed is based on a
preliminary determination as of December 31, 2007. Accordingly, the non-cash impairment charge of $767.4
million 10 reduce the preliminary allocation of goodwill related to the purchase price for the Merger has noi yel
been allocated to the operating segments. See further discussion regarding the potential for additional impairment
charges in future periods under the section “Results of Operations—Asset Impairment and Disposal Charges™

above.
Radio Markeis

Radio Markets—as reported
I T (o 2 117 =1 J U

Segment OIBDA, exclusive of related asset impairment and disposal
charges shown separately below . . ... ...

Radio Markets asset impairment and disposat charges .................
Depreciation and amortization ................... e

OPEraling 0SS .« .\ v ettt e e

Radio Markets—pro forma
3 B T 1T e

Segment OIBDA, exclusive of related assct impairment and disposal
charges shown separatelybelow ... ........ .. ... .ol

Radio Markets asset impairment and disposal charges .................

Segment OIBDA .. ... ... i i s

Year ended
December 31,
2007 2006
(Amounts in millions)
$6151 $4329
$250.1 § 1848

(845.0) (174.0)
(294)  (16.7)
$(6243) $ (5.9
$7625 $7926
$3100 $ 3501
(852.3) (178.7)
$(542.3) 'S$(171.4)




Year Ended December 31, 2007 Compared te Year Ended December 31, 2006

On an as-reported basis, Radio Markets revenue increased to $6135.1 million for the year ended
December 31, 2007 from $432.9 million for the year ended December 31, 2006. The increase in revenue was the
result of the acquisition of ABC Radio. On a pro forma basis, Radio Markets revenue decreased $30.! million, or
3.8%, from $792.6 million for the year ended December 31, 2006 as compared 10 $762.5 million for the year
ended December 31. 2007. The decline in net revenues at the Radio Markets was the result of lower revenues in
our Birmingham, AL:; Washingion, DC; Dallas, TX; Atlanta, GA; San Francisco, CA; Providence, RI; Tucson,
AZ and Derroit. M1 radio stations. The decreased revenues are primarily attributable to an overall decline in the
total market revenues, as well as format changes in our Birmingham, AL and Minneapolis, MN markets and
increased competition for our stations in Dallas, TX and Atlanta, GA. On a pro forma basis, Radio Markets
national revenues were down approximately 9.0% and local revenues were down approximately 2.5%.
Subsequent (0 December 31, 2007, the Radio Markets revenues continue 10 remain weak,

On an as-reported hasis, Segment OIBDA was a loss of $594.9 million for the year ended December 31,
2007 as compared to income of $10.8 million for the year ended December 31, 2006. Segment OIBDA includes
asset impairment and disposal charges of $845.0 million and $174.0 million for the years ended December 31,
2007 and 2006. respectively. Segment OIBDA for the year ended December 31, 2007 also includes the ABC
Radio operations from the date of acquisition, June 2, 2007,

On a pro forma basis, Segmem OIBDA was a loss of $542.0 million for the year ended December 31, 2007
as compared to income of $171.1 million for year ended December 31, 2006. Pro forma Segment OIBDA
includes assel impairment and disposal charges of $845.0 million and $178.7 million, respectively, and stock-
based compensation of $7.7 million and $8.6 million for the years ended December 31. 2007 and 2006,
respectively. Segment OIBDA for the year ended December 31, 2007 was also negatively impacted by the
decrease in Radio Markets net revenues discussed above.

Results for the Radio Markets segment for the year ended December 31, 2007 do not include any allocation
of the non-cash impairment charge of $767.4 million discussed above because the amount has not yel been
allocated to the operating segments of the ABC Radio Business. See further discussion regarding the potential for
additional impairment charges in future periods under the sections “Resulis of Operations — Asset Impairment
and Disposal Charges™ above.

For additional information regarding depreciation and amontization, see Note 5 to the consolidated financial
statements.

Radio Nerwork

Year ended
December 31,
2007 2006

(Amaounts in millions)

Radio Network—as reported

Nl PEVEIIIES L r it et ie e st eae e et ia e eannaansnns $109.1 $ —

Segment OIBDA ... .t i e e $180 § —

Depreciation and amortization . .. ......... ... .. i (1.3) —
Operating inComME ...\, i e $167 § —
Radio Network—pro forma

Nl FEVEIMUGS - . oo cv it ittt ettt ot te i n et nrerannnanstanarnn $189.7 $1920

Segment OIBDA ... .o i i e $ 233 $ 230




Year Ended December 31, 2007 Compared to Year Ended December 31, 2006

On an as reported basis, the segment information detailed above includes the operations of the Radio
Network from June 12, 2007 through December 31, 2007 as the Radio Network was acquired as part of the
Company's acquisition of ABC Radio. The Company has no prior year period revenue or operating income for
comparison purposes on an as reported basis as the Company has previously reported its operations as one
segment, Radio Markets.

On a pro forma basis, Radio Network net revenue decreased $2.3 miilion, or 1.2%, from $192.0 miltion for
the year ended December 31, 2006 to $189.7 million for the year ended December 31, 2007, The revenue
decrease was due primarily to lower billing on news and information products offse1 by increased billing on
ESPN Radio products. On a pro forma basis, Segment OIBDA increased approximately $0.3 million, or 1.3%, to
$23.3 million for the year ended December 31, 2007 from $23.0 million for the year ended December 31, 2006.
The increase in Segment OIBDA is primarily associated with lower affiliate station compensation, tower talent
costs and lower salarics/severance due io headcount reductions that occurred in 2006 offset by the decreased
revenues.

Results for the Radio Network segment for the year ended December 31, 2007 do not include any allocation
of the non-cash impairment charge of $767.4 million discussed above because the amount has not yet been
allocated to the operating segments of the ABC Radio Business. See further discussion regarding the potential for
additional impairment charges in future periods under the sections “Results of Operations—Asset Impairment
and Disposal Charges™ above.

For additional information regarding depreciation and amonization, see Note 5 to the consolidated financial
statements. )

Liquidity and Capital Resources

Our primary sources of liquidity are cash and cash equivalents, cash provided by the operations of our Radio
Markets and our Radio Network and undrawn commitments expected to be available under our Senior Credit and
Term Facility (as more fully described in the “Senior Debt™ section below).

Pursuant to the Tax Sharing and Indemnification Agreement with TWDC, for a period of two years, the
Company may not enter into any agreement with respect (o any transaction involving the acquisition of Company
comsmon stock or the issuance of shares of common stock of the Company except in certain limiled instances.

As a result of the Merger, we have substantial indebtedness that may limit our ability to grow, compete, and
obtain additional financing in the credit and capital markets. As of December 31, 2007, we had a total
indebiedness of approximately $2.5 billion. This indebtedness is substantial in amount and could have a material
impact on us. For example, these obligations could: (i) require us to dedicate a substantizl portion of our cash
flow from operations 1o debt service, thereby reducing the availability of cash flow for other purposes, including
funding future expansion and ongoing capital expenditures; (ii) impair our ability to obtain additional financing
for working capital, capital expenditures, acquisitions and general corporate or other purposes, (iii) limit our
ability to compete, expand and make capital improvements; (iv) increase our vulnerability to economic
downturns, limit our ability to withstand competitive pressures and reduce our flexibility in responding to
changing business and economic conditions; and (v) limit or prohibit our ability to pay dividends and make other
distributions.

Operating Activities
December 31,2007 December 31,2006 $ Change
{(Amounts in millions)

Net cash provided by operating activities . . .................. 51719 $136.3 $35.6




Net cash provided by operating activities was $171.9 million for the year ended December 31, 2007 as
compared to $136.3 million for the year ended December 31, 2006. The increase of approximately $35.6 million
is a result of the operations of the ABC Radio Markets and the Radio Network from June 12, 2007 through
December 31, 2007, offset by an increase in cash interest payments,

Investing Activities
December 31,2007  December 31,2006  $ Change
{Amounts in millions)
Net cash used in investing activities .. ...................... $(1.6) $(41.5) $39.9

Net cash used in investing activities for the year ended December 31, 2007 of $(1.6) million consists .
primarily of proceeds from the sale of radio stations and the sale of certain other assets of $35.1 million offset by
$23.1 million in Merger acquisition costs and $12.3 million in capital expenditures. Net cash used in investing
activities for the year ended December 31, 2006 of $41.5 million consists primarily of $17.7 million in cash paid
to acquire stations, $9.7 million for the purchase of a note receivable and 31 1.8 million in capital expenditures.

Financing Activities
December 31, 2007 December 31, 2006 § Change

(Amounts in miltions)
Net cash provided by (used in) financing activities ... ......... $26.2 $(95.2) $121.4

Net cash provided by financing activities was $26.2 million for the year ended December 31, 2007,
compared to net cash used in financing activities of $95.2 million during the year ended December 31, 2006. The
increase in cash provided by financing activities included the (i) proceeds from senior credit and term agreement
entered into as of June 12, 2007 and borrowings under Citadel Broadcasting Company's previous senior credit
facility of approximately $2,175.0 million, (ii} the repayment of the ABC Radio Debi and related interest of
$1,351.9 million, (i1i) the repayment of Citade! Broadcasiing Company’s previous senior credit faciity of
$441.0 million, (iv) the payment of dividends and the Special Distribution to pre-merger stockholders of
approximately $296.8 million and (v) the payment of $33.6 million in debt issuance costs associated with the
new senior credit and term agreement,

During the year ended December 31, 2006, Citadel Broadcasting Company increased its net borrowings
under its senior credit facility by $78.5 million, primarily as the result of the repurchase of shares of outstanding
common stock of the Company, and we repurchased shares of our common steck for an aggregate amount of
approximately $90.7 million and paid dividends of approximately $82.7 million to holders of our common stock.

On June 29, 2004 and November 3, 2004, our board of directors authorized us to repurchase up to
$100.0 million and $300.¢ million, respectively, of our outstanding common stock, During the year ended
December 31, 2007, we entered into agreements to repurchase approximately 1.2 million shares of our common
stock for an aggregate amount of approximately $11.7 million, which was paid in cash. In addition, we acquired
approximately 0.9 miltion shares of common stock for approximately $8.9 million during the year ended
December 31, 2007, primarily through transactions related to the vesting of previously awarded nonvested shares
of common stock. Upon vesting, the Company withheld shares of stock in an amount sufficient to pay the
employee's minimum statutory tax withholding rates required by the relevant tax authorities. During the year
ended December 31, 2006, we entered into agreements to repurchase approximately 5.2 million shares of our
common stock for an aggregate amount of approximaiely $58.8 million and paid approximately $90.7 miliion for
repurchases settled during 2006.

During the year ended December 31, 2006, we completed acquisitions of six radio stations for an aggregate
cash purchase price of approximately $17.7 million. We funded these acquisitions through cash flows from
operating activities and borrowings under Citadel Broadcasting's senior credit facility.
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In addition to debt service, our principal liquidity requirements are for working capital, general corporate
purposes, capital expenditures, and acquisitions of additional radio stations. Qur capitnl expenditures totaled
$12.3 million during the year ended December 31, 2007, as compared to $11.8 million during the year ended
December 31, 2006. For the year ending December 31, 2008, the Company estimates that capital expenditures
necessary for our existing facilities will be approximately $15 million to $20 million. We believe that cash flows
from our Radio Markets and our Radio Network operating activities, together with availability under our new
credit and term facility described below, should be sufficient for us to fund our current operations for at least the
next 12 months,

To the extent we require additional capital to fund our capital expenditures, pending or future acquisitions,
dividends, or any of our other contractual or commercial commitments, we intend to seek additional funding in
the credit markets. and there can be no assurance that we will be able 10 obtain financing on terms acceptable to
us. In addition, as described under Item 1A. “Risk Factors” above, if our convertible subordinated notes were 1o
become due and payable, we would need to obtain additional financing, and there can be no assurance that we
would be able to do so on terms acceptable to the Company.

The Separation Agreement contains a post-closing deferred purchase price adjustment (“Working Capital
Adjustment”) that is payable to TWDC once the parties have agreed on the amount. As of December 31, 2007,
the Company estimates the amount payable under the Working Capital Adjustment will be between $15 million
and $20 million and expects payment 1o be made prior to the second quarter of 2008.

With the completion of the Merger, we intend to focus our attention on our stations in the larger markets and
may seek opportunities, if available, to divest some of our stations, We are required to divest eleven stations that
exceed the applicable ownership limits. We assigned the stations 10 a trust immediately upon the closing of the
Merger, and the trust has completed the sale of one station in the Portland, ME market. We also completed the sale
of the lthaca, NYY and Spokane, WA markets during the year ended December 31, 2007 for an aggregate cash
purchase price of approximately $25.0 million, Depending on market conditions, we would expect to generate
between $75 million and $175 million in gross sale proceeds over the next 12 to 24 months, which includes certain
stations that are required to be divested as a result of the Merger and certain markets contemplaled for sale.

As a result of the Merger and resulting evaluation of the consolidated businesses, the Company restructured
and eliminated certain programming, sales and general and administrative positions within the ABC Radio
Business. In accordance with EITF 95-3, Recognition of Liabilities in Connection with a Purchase Business
Combination, the Company accrued a liability of $0.7 million of severance costs, of which $0.2 mitlion was paid
as of December 31, 2007, and the balance is expected to be paid in full during 2008. The Company is involved in
ongoing assessments of the potential restructuring changes, and this process is expected to be finalized by the
first quarter of 2008. The Company currently estimates that additional restructuring charges primarily related 10
severance costs for terminated employees of approximately $3.0 million 1o $5.0 million will be accrued in
connection with the Merger and paid over the terms of the relaied agreemens, if any.

Senior Debt

In connection with the Merger in June 2007, Citadel Broadcasting Corporation entered into a senior credit
and term agreement that provides for $200 million in revolving loans through June 2013, 3600 million term loans
maturing in June 2013 (“Tranche A Term Loans”), and $1,535 million term loans maturing in June 2014
{"“Tranche B Term Loans™) (collectively, the “Senior Credit and Term Facility™).

Availabiliry. The amount available of revolving loans under the Senior Credit and Term Facility at
December 31, 2007 was $198.6 million.

Interest. Al our election, interest on outstanding principal for the revolving loans and Tranche A Term
Loans accrues af a rate based on either: (a) the greater of (1) the Prime Rate in effect; or (2) the Federal Funds -

67




Rate plus 0.5% plus, in each case, a spread that ranges from 0.00% to 0.50%, depending on our leverage ratio; or
(b) the Eurodollar rate plus a spread that ranges from 0.75% to 1.50%, depending on our leverage ratio.

For the outstanding principal for Tranche B Term Loans, we may elect interest 1o accrue at a rate based on
either: (a) the greater of (1) the Prime Rate in effect; or (2) the Federal Funds Rate plus 0.5% plus, in each case, a
spread that ranges from 0.50% to 0.75%, depending on our leverage ratio; or (b) the Eurodollar rate plus a spread
that ranges from 1.50% 1o 1.75%, depending on our leverage ratio.

Mauurity and Amortizaiion. Principal on the Tranche A Term Loans is payable in consecutive quaneriy
tnstallments on the last day of each fiscal quarter, commencing on September 30, 2010, with final maturity on
June 12, 2013 as follows:

Poyment Dutes Payment Amount
(in thousands) -
September 30, 2010, December 31, 2010, March 31, 20t 1, June 30,2011 ......... $ 15,000
September 30, 2011 December 31, 2011, March 31, 2012, June 30,2012 ......... $ 22,500
September 30, 2012, December 31, 2012, March 31, 2013, June 12,2013 ......... $112,500

Principal on the Tranche B Term Loans is payable in 15 consecutive quarterly installments of approximately
$3.8 million, due on the last day of each fiscal quarter, commencing on September 30, 2010, with the final
maturity of $1,477.4 million on june 12, 2014,

The revolving loans are due in full on June 12, 2013,

Security and Guarantees. Qur operating subsidiaries guarantee the Senior Credit and Term Facility, and
substantially all assets of the Company are pledged as security,

Covenams. Our Senior Credit and Term Facility contains customary restrictive non-financial covenants,
which, among other things, and with certain exceptions, prohibit fundamental changes and limit our ability to
incur additional indebtedness, Jiens and contingent obligutions, enter into transactions with affiliates, seil assets,
declare or pay dividends, repurchase shares of common stock of the Company, enter into sale and leaseback
transactions, or make investments, loans and advancements. Qur Senior Credit and Termn Facility also contains a
financial covenant related to the satisfaction of a consolidated maximum net leverage ratio, as more fully
described therein, which is 8.5 to 1.0 through September 30, 2008, 7.75 to 1.0 through September 30, 2009, 7.25
to 1.0 through September 30, 2010 and 6.75 to 1.0 thereafter. We were in compliance with our non-financial
covenants and financial covenant as of December 31, 2007.

Convertible Subordinated Notes

On February 18, 2004, we sold $330.0 million principal amoum of convertible subordinated notes. The
convertible subordinated notes are due 2011 and bear interest at a rate of 1.875% per annum, payable
February 15 and August 15 cach year. Holders may conver: these notes into common stock at an initial
conversion rate of 39.2157 shares of common stock per $1,000 principal amount of notes, equal 1o a conversion
price of $25.50 per share. Pursuvant to the terms of the indenture governing the convertible subordinated notes,
the initial conversion rate was adjusted to 39.7456 shares of common stock per $1,000 principal amount of notes,
equal 10 a conversion price of $25.16 per share of common stock of the Company, effective immediately after
November 30, 2005, os a result of the payment 10 stockholders of record on November 30, 2005 of a dividend on
the common stock in the amount of $0.18 per share. As permitted under the indenture, no adjusiment was made
with respect (o the dividend declared to stockholders of record on March 30, 2006, June 30, 2006, October 3§,
2006, February 12, 2007 or June 8, 2007, since, in lieu of such adjustment, holders of our convertible notes will
be entitled to the dividend amount upon conversion.

The Company has valued its obligation to settle dividends in cash upon conversion of its convertible
subordinated notes, if any, in accordance with Emerging lIssues Task Force (“EITF") 00-19, Accounting for
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Derivative Financial Instruments Indexed 10, and Potentially Setiled in, a Company's Own Stock, and SFAS
No. 133, Accounting for Derivative Instruments and Hedging Activities. This derivative financial instrument is
initially measured at its estimated fair value using the Black-Scholes option pricing model and is recorded as a
tiability and a discount on the convertible subordinated notes. The initial discount is being amortized over the
remaining term of the notes. At each subsequent reporting date, the Company measures the estimated fair value
of the derivative financial instrument, and any increase or decrease in the estimated fair value of the derivative
liability is recognized immediately in earnings. The Company measured the fair value of the option as of
December 31, 2007 using the following assumptions: (1) February 15, 2011 as the expiration of the insirument,
(2) 3.9% as the risk-free rate of return, (3) the Company’s current common stock price as of last trading date in
the quaner, and (4) estimated volatility of the Company's common stock price during the expected term which
was measured based on several factors, including the limited history of its stock price and the deep
out-of-the-money conversion price. Significant changes in these assumptions may significantly affect the
Company's financial condition and results of operations. The derivative liability estimated fair value was $1,000
as of December 31, 2007 and is classified as non-current liability based on the expected maturity date of the
convertible subordinated notes.

We may redeem the notes at any time prior to maturity if the closing price of our common stock has
exceeded 150% of the conversion price then in effect for at least 20 trading days within a period of 30
consecutive trading days. Upon such a redemption. an additional payment would be due to the holders. Under
certain circumstances set forth in the indenture, holders may require us to repurchase all or part of their notes at
par plus accrued interest upon the occurrence of a fundamental change (as defined in the indenture governing the
terms of the notes).

On February 21, 2006. the Company received a letter from an attorney claiming to represent holders of more
than $109 million of the principal amount of the Company's 1.875% convertible subordinated notes due 2011
(the “Notes™) that purported to be a notice of default under the indenture governing the Notes. The leuter alleges
that events of default have arisen and continue 10 arise (i) from the ABC Radio Merger Agreement, (it} from
other agreements relating to the Merger and (iii) the actions contemplated therein (collectively the
“Transactions™). Specifically, the letter alleges that the Transactions will or do constitute a fundamental change
under the indenture. On April 24, 2006, the Company received a second letier from the same attorney claiming
that the Company failed to cure the alleged defaults during the more than 60 days thai elapsed since the
Company's receipt of the first letter. The second letter alleges that as a result, an event of default has occurred
and is continuing under the indenture. The second letter also purports to declare the principal amount of the
Notes, and the accrued and unpaid interest thereon, due and payable immediately. The Company continues to
belicve that none of the Transactions will or do constitute 2 fundamental change under the indenture. Therefore,
the Company does not believe that any event of default, as defined in the indenture, has occurred or is continuing
and does not belicve that any holders have a right to declare obligations under the Notes due and payable.

On July 17, 2006, the Company filed a complaint against cenain of the holders of Notes in the Supreme
Court for the State of New York seeking a judgment declaring that the Transactions do not constitute a
fundamental change for purposes of the indenture. On January §, 2007, Wilmington Trust Company. the trustee
under the indenture (the “Trustee™), filed a motion to intervene as a defendant and counter-claim plaintiff in the
action. On March 1, 2007, the judge granted Wilmington Trust Company's motion to intervene as the defendant
in the action and dismissed the individual defendants from the action. The Company filed an amended complaini

on March 8, 2007 against the Trustee as the defendant in the action. Wilmington Trust Company served counter-
claims against the Company on March 15, 2007. Discovery in this action was completed, and both parties filed
motions for summary judgment with the Supreme Count for the State of New York, which were argued on
November 8, 2007,

On February (2, 2008, the Company disclosed that the Company, the Trustee, and holders of a majority in
principal amount of the outstanding Notes (the “Majoriry Noteholders™) had reached an agreement in principle .
(the “Sertiement Agreement™) that would. when and if final, result in the seitlement and dismissal of the
Company's litigation relating to the indenture and the Notes. In connection with this settlement process, the
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Company and the Trustee requested that the Supreme Count for the State of New York withhold its ruling on
dispositive motions relating to the matter. Material terms of the Setttement Agreement include, among others:

{1 the Majority Noteholders would (i) waive any alleged past and existing defaults and their consequences
related to the Transactions, (ii) rescind any acceleration and its consequences related to the Transactions and
(iif) agree to irrevocably tender their Notes in connection with a tender and exchange offer by the Company for
all of the outstanding Notes;

(2) the indenture would be amended to confirm that the Transactions did not result in a “fundamental
change™; and

(3) the Company would commence a $55 million pro rata cash tender for the Notes at a price of $900 per
$1.000 principal amount of Notes und an exchange offer for the remaining Notes for amended and restated
convertible subordinaled notes with increased interest rates and specifically negotiated redemption terms
(*Amended Notes") as soon as reasonably practicable, but not later (subject to certain exceptions) than 60 days
after the tater of () the signing of the Settlement Agreement, (b) the filing of the stipulation of discontinuance,
(¢) the receipt of consent of TWDC (described in more detail below). and (d) confirmation establishing the
Majority Noicholders as holders of a majority of principal amount of the Notes. The Amended Notes would have
the following interest terms: (1) interest on the Amended Notes would initially be payable at un annual rate of
4%, on a basis that is effective retroactively from Janvary 1. 2008; (2) if as of December 31. 2008 the aggregme
principal amount of the remaining outstanding Amended Notes is greater than $165 million, then (i) the annual
interest rate on the Amended Notes then omstanding would increase by 2% (i.e., to a rate of 6%) retroactively
from January 1. 2008 and {(ii) at all times from and after January 1, 2009, the annual rate on any Amended Notes
outstanding would be changed to a rate that would make the holders of Amended Notes whole for any discount at
which the Amended Notes are then trading (i.e., make Amended Notes trade at par); and (3} if as of
December 31, 2008 the aggregate princtpal amount of the remaining outstanding Amended Notes is less than or
equal 10 $165 million, then (i) on January 1, 2009, the annual interest rate on all Amended Notes that are
outstanding as of such date would be changed to 8%. which increase shall be effective through December 31,
2009 and (ii) on January 1, 2010, the annual interest rate on all Amended Notes that are outstanding as of such
date woutd be changed to a rate that would make the holders of Amended Notes whole for any discount at which
the Amended Notes are then trading (i.e., make Amended Notes trade at par). For more information relating to
this matter, see Summary of Noteholder Litigation Settlement Agreement dated February 12, 2008 {incorporaled
by reference to Item 8.01 of the Registrant’s Current Report on Form 8-K filed with the SEC on February 12,
2008).

Undet the Tax Sharing and Indemnification Agreement, dated June 12, 2007, by and among the Company,
Alphabet Acquisition Corp., formerly known as ABC Radio Holdings, Inc., and TWDC, the Company is required
to obtain the consent of TWDC prior to entering into the Settlement Agreement and the transactions
contemplated by the Settlement Agreement. Therefore, the Company is currently seeking TWDC's consent to the
Settlesnent Agreement and the transactions contemplated by Settlement Agreement; however, there can be no
assurance that we will be able to obtain their consent under the Tax Sharing and Indemnification Agreement. The
parties are not currently bound to enter inio the Settlement Agreement or to complete the transactions
contemplated by the Settlemem Agreement, and the Company cannol assure you thai the Settlement Agreement
will be exccuted or that such transactions contemplated therein will be completed.

Recent Accounting Proneuncements

Effective January 1, 2007, the Company adopted FASB Interpretation (“FIN™) No. 48, Accounting for
Uncertainty in Income Tuxes—an interpretation of FASB Starement No. 109, FIN 48 clarifies the accounting for
uncerainty in income taxes by prescribing a recognition threshold and measurement attribute for the financial
statement recognition and measurement of a tax position taken or expected io be taken in a tax retarn. In
addition, FIN 48 provides guidance on derecognition of income tax positions, tax positions in interim periods,
and income tax disclosures. See the notes to the consclidated financial statements a1 ltem 1 for further detail
regarding the adoption FIN 48.
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In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements, effective for fiscal years
beginning after November 15, 2007 and interim periods within those fiscal years. SFAS No. 157 establishes a
framework for measuring fair value under accounting principles generally accepted in the United States of
America and expands disclosures about fair value measurement. In February 2008, the FASB deferred the
adoption of SFAS No. 157 for one year as it applies to cenain items, including assets and liabilities initially
measured ot fair value in a business combination, reporting units and certain assets and liabilities measured at fair
value in connection with goodwill impairment tests in accordance with SFAS No. 142 and long-lived assets
measured at fair value for impairment assessments under SFAS No. 144, Accounting for the Impairment and
Disposal of Long-Lived Assets. The Company would still be required to adopt the provisions of SFAS No. 157 in
2008 as it relates to certain other items, including those within the scope of SFAS No. 107, Disclosures about
Fair Value of Financial Instruments, and financial and nonfinancial derivatives within the scope of SFAS
No. 133. The Company does not believe the required partial adoption of SFAS No. 157 in 2008 will have a
material impact on its consolidated financial condition and results of operations.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and
Financial Liabilities. SFAS No. 159 permits entities to measure certain financial assets and liabilities at fair
value and for entities which elect the fair value option, unrealized gains and losses will be reported in earnings at
each subsequent reporting date. The fair value option may be elected on an instrument-by-instrument basis. The
provisions of SFAS No. 159 are effective for the Company as of January 1, 2008. The application of SFAS
No. 159 requires prospective application, and the difference between the carrying amount and the fair value is to
be included in a cumulative effect adjustment to the opening balance of retained eamings. The Company does not
intend to adopt SFAS No. 159.

In June 2007, the EITF issued Topic No. 06-11, Accounting for Income Tax Benefus of Dividends on Share-
Based Payment Awards. EITF 06-1 1 requires the realized tax benefit for dividends paid on share-based payment
awards expected to vest o be credited to the Company's additional paid-in capital account. The application of
EITF 06-11 shall be applied prospectively to income tax benefits of dividends declared on affected securities in
fiscal years beginning after December 15, 2007. Earlier application is permitted. The Company does not believe
the adoption of EITF 06-11 will have a material impact on its consolidated financial condition and results of
operations.

In December 2007, the FASB issued SFAS No, 141 (revised 2007), Business Combinations, which replaces
SFAS No. 141, SFAS No. 141R retains the purchase method of accounting for acquisitions, but requires a
number of changes, including changes in the way assets and liabilities are recognized in purchase accounting. It
also changes the recognition of assets acquired and liabilities assumed arising from contingencies, requires the
capitalization of in-process research and development at fair value, and requires the expensing of acquisition-
related costs as incurred. SFAS No. 141R is effective for the Company beginning January 1, 2009 and will apply
prospectively to any business combinations completed on or after that date. The Company expects that the
adoption will have an impact on its consolidated financial statements when effective, but the nature and
magnitude of the specific effects will depend upon the nature, terms and size of any acquisitions that the
Company consummmates afier the effective date.

Critical Accounting Policies

For a summary of the Company's significant accounting policies, including the critical accounting policies
discussed below, see the accompanying notes to the consolidated financial statements.

The preparation of the Company's financial stalements in conformity with generally accepted accounting
principles requires management lo make estimates, judgments and assumptions that affect the reported amounts
of assels and liabilities, disclosure of contingent assets and Yiabilities at the date of the financial statements and
the reported amount of revenue and expenses during the period. On an ongoing basis, the Company cvaluates its
estimates, which are based on historical experience and on various other assumptions that are believed to be
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reasonable under the circumstances. The resuits of these evaluations form the basis for making judgments about
the carrying values of assets and liabilities and the reported amount of revenue and expenses that are not readily
apparent from other sources. Actual results may differ significantly from these estimates under different
assumptions. The following accounting polices require significant management estimates.

Revenue Recogrition. We recognize revenue from the sale of commercial broadcast time to advertisers
when commercials are broadcast, subject to meeting certain conditions such as persuasive evidence that an
arrangement exists, the price is fixed and determinable and collection is reasonably assured. These criteria are
generally met at the ime an advertisement is broadcast, and revenue is recognized net of advertising agency
commissions. Based on our past experience, the use of these criteria has been a reliable method to recognize
revenue. -

Allowance for Doubiful Accounts. We must make an estimate of an allowance for doubtful accounts for
estimated losses resulting from our customers’ inability to make payments to us for commercials we have
broadcast for our customers. We specifically review historical write-off activity, customer creditworthiness, the
economic conditions of the customer’s industry, and changes in our customer payment terms and conditions
when evaluating the adequacy of the allowance for doubtful accounts. Our historical estimates have been a
reliable method to estimate future allowances. If the financial condition of our customers were to deteriorate,
resulting in an impairment of their ability to make paymeats, then additionat allowances could be required 0
reduce our accounts receivable to an amount that is expected to be collectible,

Intangible Assets, Our intangible assets include FCC licenses, goodwill and other intangible assets. We have
made acquisitions in the past for which a significant amount of the purchase price was allocated to FCC licenses
and goodwill. As of December 31, 2007, we had approximately $3,211.3 miilion in intangible assets, which
represent approximately 84% of our total assets, the value of which depends significantly upon the operational
results of our business. We could not operate the radio stations without ihe related FCC license for each station.
FCC licenses are subject 1o renewal every eight years; consequently, we continually monitor the activities of our
stations (o ensure they comply with all regulatory requirements. Subject to delays in processing by the FCC,
historicatly, all of our ticenses have been renewed at the end of their respective eighl-year periods. We expect
that all licenses will continue to be renewed in the future, although we cannot be assured that all of our licenses
will be renewed. The non-renewal, or renewal with substantial conditions or modifications, of one or more of the
Company’s FCC radio station licenses could have a material adverse éffect on the Company’s business, liquidity,
financial position, and results of operations. In assessing the recoverability of these assets, we must conduct
annual impairment testing, as well as interim impairment testing if an event occurs or circumstances change that
would indicate that assets may be impaired, as required by SFAS No. 142 and charge to the resulis of operations
an impairment expense only in periods in which the recorded carrying amount of these assets is more than their
estimated fair value. We believe our estimate of the value of our FCC licenses and goodwill is a critical
accounting estimate as the value is significant in relation to our total assets, and our estimate of the fair value
contains assumptions incorporating numerous variables that are based on past experience and judgments about
future performance of our markets. These variables would include, but not be limited to: (1) forecasted growth
rate of each radio market, including population, household income, retail sales and other expenditures that would
influence advertising expenditures; (2) market share and profit margin of an average station within a market;

(3) estimated capital start-up costs and losses incurred during the early years; (4) risk-adjusted discount rate;
(5) the likely media competition within the markel area; and (6) expected growth rates in perpetuity 1o estimate
terminal values.

We determine the fair value of goodwill using an income and/or market approach for each reporting unit.
The market approach compares recent sales and offering prices of similar properties or businesses. The income
approach uses the subject property’s income generated over a specified time and capitalized at an appropriate
market rate 10 arrive at an indication of the most probable selling price.
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We evaluate our FCC licenses and goodwill for impairment as of October |, our annual impairment testing
date. or more frequently if events or changes in circumstances indicate that the assets might be impaired. The
annual test requires that the Company (1) determine the reporting unit; and (2) compare the carrying amount of
the FCC licenses and goodwill reflected on the balance sheet in each reporting unit to the respective fair value of
each reporting unit’'s FCC license and goodwill. If the carrying amount of the FCC license or goodwill is greater
than its respective estimated fair value in a given reporting unit, the carrying amount of the FCC license or
goodwill for that reporting unit is reduced to its respective estimated fair value.

We have performed our annual impairment analysis of our FCC licenses and goodwill as of our October |
testing date. In addition, we performed interim analyses as of September 30, 2007 and December 31, 2007 due to
a continued deterioration in the radio marketplace, the operating results of the ABC Radio Business and the
Company's other radio stations and a decline in the Company’s stock price from the date of the Merger through
December 31, 2007. These analyses make various assumptions about growth rates and market conditions in
determining whether impairment exists. Accordingly, if actual market conditions are less favorable than those
projected by the industry or us or if an event occurs or circumstances change that would, more likely than not,
reduce the fair value of our FCC licenses or goodwill below the amounits reflected in the batance sheet, we may
be required to recognize additional impairment charges in future periods, which could have a material impact on
our financial condition and results of operations.

Contingencies and Litigation. On an ongoing basis, we evaluate our exposure related to contingencies and
litigation and record a liability when available information indicates that a liability is probable and estimable. We
also disclose significant matters that are reasonably possible 10 result in a loss or are probable but not estimable.

Income Taxes. Generally for 1ax purposes, the Company is expected to be entitled to a tax deduction, subject
to certain limitations, based on the fair value of the underlying equity award when the restrictions lapse or stock
options are exercised. When the Company determines that an equity award is more likely than not 1o be
deductible for tax purposes, the cumulative compensation cost recognized for equity awards pursuant 1o SFAS
No. 123R and amounts that ultimately will be deductible for tax purposes are temporary differences as prescribed
by SFAS No. 109, Accounting for Income Taxes. As of December 31, 2007, the Company has recognized u
deferred tax asset for such equity awards of $14.6 million. The tax effect of compensation deductions for tax
purposes in excess of compensation cost recognized in the financial statements, if any, will be recorded as an
increase in stockholders’ additionat paid-in capitat when realized. A deferred tax asset recorded for compensation
cost recognized in the financial statements that exceeds the amount that is ultimately realized on the tax return, if
any, will be charged to income tax expense when the restrictions lapse or stock options are exercised or expire
unless the Company has an available additional paid-in capital pool (as defined pursuant to SFAS No. 123R).
The Company is required 1o assess whether there is an available additional paid-in capital pool (as defined
pursuant to SFAS No. 123R) when the restrictions lapse or stock options are exercised or expire. As of
December 31, 2007, the underlying fair value of equity awards since the date of grant has declined in value and,
based on a preliminary analysis, the Company currently does not have an available additional paid-in capital pool
(as defined pursuant to SFAS No. 123R). Accordingly, absent a subsequent recovery of the underlying fair value
of the equity awards, when the restrictions lapse or the stock options are exercised or expire, the Company may
be required to immediaiely recognize a non-cash write down of the deferred tax asset, which may be material to
the consolidated results of operations, for the tax effect of the compensation cost previously recognized in the
financial statements to the amount that is realized.

Significant management judgment is also required in determining our provision for income taxes, income
tax liabilities, deferred tax assets and liabilities and any valuation allowance recognized to reduce the deferred
tax assets 1o an amount that is more Jikely than not to be realized. We evaluate our tax rates regularly and adjust
rates when appropriate based on currently available information relative to statutory rates, apponionment factors
and the applicable taxable income in the jurisdictions in which we operate, among other factors. '

Tax contingencics are also recorded to address potential exposures involving tax positions we have taken
that could be challenged by taxing authorities. To the extent that we recognize a liability for non-deductible
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expenses, our income tax expense is increased. If we ultimately determine that payment of these amounts is
unnecessary, we reverse the liability and recognize a tax benefit during the period in which we determine the
liability is no longer necessary. These potential exposures result from the varying application of statutes, rules,
regulations and interpretations. A number of years may elapse before a tax return containing matters, for which a
liability has been recognized, is audited by the taxing authority and finaily resolved. When appropriate, based in
part upon management’s judgments regarding future events, we record a valuation allowance to reduce deferred
tax assets to amounis that are more likely than not to be realized. We believe our estimates of the value of our tax
contingencies and valuation allowances are critical accounting estimates as they contain assumptions based on
past experiences and judgments about potential actions by taxing jurisdictions. It is reasonably likely that the
ultimate resolution of these matters may be greater or less than the amount we have currently accrued. In past
years, our estimated effective tax rate has fluctuated significantly.

Share-Based Compensation. On Januvary 1, 2006, the Company adopted SFAS 123R. SFAS 123R requires
companies to measure the cost of employee services received in exchange for an award of equity instruments
based on the grant-date fair value of the award. That cost is recognized over the vesting period during which an
employee is required to provide service in exchange for the award. Recently, a significant percentage of our
granted stock-based compensation awards contain performance conditions which require significant estimates
regarding whether those criteria will be met and may result in significant changes in estimates which could be
material to our future results of operations. The Company adopted SFAS 123R using the modified prospective
application method and, accordingly, recognizes compensation cost for stock-based compensation for all new or
medified grants after the date of adoption. In addition, the Company recognizes the unvested portion of the grant-
date fair value of awards granted prior to the adoption based on the fair values previously calculated for
disclosure purpaoses. The fair value of each option grant is estimated on the date of grant using the Black-Scholes
option-pricing model. The determination of the assumptions used in the Black-Scholes model requires
management 1o make significant judgments and estimates. The Black-Scholes option-pricing model was
developed for use in estimating the value of exchange-traded options that have no vesting restrictions and are
fully transferable. Qur employee stock options have characteristics significantly different from these traded
options. In addition, option-pricing models require the input of highly subjective assumptions, including the
expected stock price volatility and expected term of the options granted. We have used historical data for our
stock price and option life when determining expecied volatility and expected term, bui each year we reassess
whether or not historical data is representative of expected results. The use of different assumptions and
estimates in the Black-Scholes option pricing mode) could have a material impact on the estimated Fair value of
option grants and the related expense.

Valuation of Derivative Financial Insirument. We have recorded the fair value of the derivative convertible
subordinated note instrument due to our obligation 1o settle dividends in cash upon conversion, if any, of the
converlible subordinated notes in accordance with EITF 00-19 and SFAS No. 133. This derivative instrument is
measured at its estimated fair value using the Black-Scholes option pricing model and is recorded as a liability.
At each subsequent reporting date, we will measure the estimated fair value of the derivative financial
instrument, and any increase or decrease in the estimated fair value of the derivative liability is recognized
immediately in earnings. We measure the fair value of the option using assumptions, including the Company’s
current stock price at the end of each reponing period, the expected 1erm of the convertible note, the risk-free rate
of return, the expected dividend yield and the estimated volatility of our common stock. Changes in these
assumptions can significantly change the estimated fair value of the derivative and results of operations.

Hedging Activities. We are exposed to fluctuations in interest rates, primarily aitributable to borrowings
under our Senior Credit and Term Facility. We actively monitor these fluctuations and from time to time may
enter into derivative instruments to mitigate the variability of interest payments in accordance with our risk
management strategy. We account for interest rate swap armangements in accordance with SFAS No. 133. The
accounting for changes in the fair values of such derivative instrumenis at each new measurement date is
dependent upon their intended use. The effective portion of changes in the fair values of derivative instruments
designated as hedges of forecasted transactions, referved to as cash flow hedges, are deferred and recorded as a
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component of accumulated other comprehensive income (loss) umtil the hedged forecasted transactions occur and
are recognized in eamnings. The ineffective portion of changes in the fair values of derivative instruments
designated as cash flow hedges are immediately reclassified to earnings. The differential paid or received on the
interest rale swap agreement is recognized as an adjustment 10 interest expense.

Contractual and Commercial Commitments

In connection with the Merger in June 2007, we entered into the Senior Credit and Term Facility that
provides for $200 million in revolving loans through June 2013, $600 million term loans maturing in June 2013,
and $1,535 million term loans maturing in June 2014. As of December 31, 2007, the Company had not borrowed
under the revolving portion of its Seniar Credit and Term Facility, and the Company had $330.0 million
outstanding under its convertible subordinated notes.

The table below reflects the Company’s estimated contractual obligations and other commercial
commitments as of December 31, 2007:

Payments Due by Perlod (in millions)

Less
than | 1103 dtoS More than

Contractual Obligation year years years 5 years Total

SemiOrdebl . ... e $ — § — $1807 £1.9543 32,1350
Convertible subordinated notes . ................ ... ..., — — 3300 — 330.0
Interest payments on convertiblenotes . .......... ...l 62 12.4 il — 217
Variable imterest payments (1) . ... ... ... il 1415 283.0 2718 208.0 904.3
Other broadcast programming ...........cooeiiviinnos 54.6 71.6 19.4 7.4 153.0
Sports broadcasting and employment contracts ............ 80.0 97.3 18.7 24 198.4
Operating 1eases . .....ovvruntinenr e eineeeennnn.. (9.3 315 213 29.8 101.9
Network affiliate agreements .. ................. ... o0 28.2 129 0.8 —_ 419
Other contractual obligations . ............ ... ... 00 15.5 19.1 0.9 — 35.5
Total contractual cash obligntions (2) ............ .. ...t $3453 $527.8 $846.7 $2,201.9 $3,921.7

I. The interest amounts expecied to be paid on our Senior Credit and Term Facility are estimated based on
interest rates in effect as of December 31, 2007.

2. We expect that we will be able to fund our remaining obligations and commitments with cash flow from
operations. To the extent we are unable to fund these obligations und commitments with cash flow from
operations, we intend to fund these obligations and commitments with proceeds from borrowings under our
Senior Credit and Term Facility. Our $330.0 million in 1.875% convertible suberdinated notes are due
February 15, 2011, with interest payable February 15 and August 15 each year. Sec further discussion
regarding our convertible subordinated notes under the “Convertible Subordinated Notes™ and “Liquidity
and Capital Resources™ sections above.

Off-Balance Sheet Arrangements |

We have no material off-balance sheet arrangements or transaclions,
Impact of Inflation

We do not believe inflation has a significant impact on our operations. However, there can be no assurance
that future inflation would not have an adverse impact on our financial condition and results of operations.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are exposed to a number of financial market risks in the ordinary course of business. We believe our
primary financial market risk exposure pertains to interest rate changes, primarily as a result of our Senior Credit
and Term Facility, which bears interest based on variable rates, As of December 31, 2007, we had outstanding
indebtedness of $2,135.0 million under our Senior Credit and Term Facility. In June 2007, we entered into an
interest rate swap agreement through September 2012 with an initial notional amount of $1,067.5 million on
which we pay a fixed rate of 5.394% and receive a variable rate from the counterparty based on a three-menth
London Interbank Offered Rate. Our remaining debt of approximately $1.1 billion outstanding as of
December 31, 2007 is subject to fluctuations in the underlying interest rates. We have performed a sensitivity
analysis assuming a hypothetical increase in interest rates of 100 basis points applied to this remaining debt.
Based on this analysis, the impact on future pre-tax earnings for the following twelve months would be
approximately $10.9 million of increased interesi expense. This potential increase is based on certain simplifying
assumptions, including a constant leve! of variable rate debt and constant interest rute based on the variable rates
in place as of December 31, 2007.

As discussed above under the heading “'Convertibte Subordinated Notes,” we have recorded the fair value of
the derivative convertible subordinated note instrument due to our obligation 1o settle dividends in cash upon
conversion of the convertible subordinated notes. At each subsequent reporting date, we will measure the
estimated fuir valve of the derivative financial insirument, and any increase or decrease in the estimated fair
value of the derivative liability is recognized immediately in eamings. We measure the fair value of the option
using the following assumptions: (1) February 15. 2011 as the expiration of the instrument, (2) 3.9% as the risk-
free rate of return, (3) our common stock price as of last trading date in the year. and (4) estimated volatility of
our common stock price during the expected term, which was measured based on several factors, including the
limited history of our stock price and the deep out-of-the-money conversion price. Changes in these assumptions
can significantly change the estimated fair value of the derivative. Assuming a hypothetical increase of $1.00 in
our common stock price while holding all other valuation assumptions unchanged, the estimated fair value of the
derivative liabitity would increase and income before taxes would decrease by $16,000.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Stockholders of
Citadel Broadcasting Corporation
Las Vegas, Nevada

We have audited the accompanying consolidated balance sheets of Citadel Broadcasting Corporation and
subsidiaries (the “Company”) as of December 31, 2007 and 2006, and the related consolidated statements of
operations, stockholders’ equity, and cash flows for each of the three years in the period ended December 31,
2007. These financial statements are 1he responsibility of the Company's management, Qur responsibility is 10
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evalualing
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial
position of Citadel Broadcasting Corporation and subsidiaries as of December 31, 2007 and 2006, and the results
of their operations and their cash flows for each of the three years in the period ended December 31, 2007, in
conformity with accounting principles generally accepted in the United States of America.

As discussed in Note 2 of the Notes to the Consolidated Financial Statements, effective January 1, 2006, the
Company adopted Statement of Financial Accounting Standards No. 123R, Share-Based Payment.

As discussed in Note 4 of the Notes to the Consolidated Financial Statements, effective January |, 2007, the
Company adopted FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes-an interpretation of
FASB Statement No. 109,

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the Company's internal control over financial reporting as of December 31, 2007, based on the
criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission and our report dated February 29, 2008 expressed an unqualified
opinion on the Company’s internal control over financial reporting.

fs/ Deloitte & Touche LLP

Los Angeles, California
February 29, 2008
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CITADEL BROADCASTING CORPORATION AND SUBSIDIARIES

Consolidated Balance Sheets
(in thousands, except share and per share amounts)

December 31,
2007 2006
ASSETS
Current assets:
Cashandcashequivalents ... ... i i i e $ 200321 8§ 3747
Accounts receivable, net ... ... L e e 198,580 71,852
Prepaid expenses and other current assets (including deferred income tax assets of
$28.956 and $7.512 as of December 31, 2007 and 2006, respectively) . ........... 39,660 9,585
T Ol CUITENL B85S + o v e vttt e et ie e et it et anes 438,561 91,184
Long term assels:
Property and equipment, Rel. ... ... ... . . i i i i i e 135,623 83,934
O O T 1 2,192422 1,327,305
LT T 948,920 637,742
Customer relationships, net ... ... e e 65,992 —
OUhEr @518, MEL ...ttt ettt ettt e ettt ettt e n et innneans 61917 33,531
L 1T P $ 3,843,435 $2,173,696
LIABILITIES AND STOCKHOLDERS® EQUITY
Current liabilities:
Accounts payable, accrued liabilities and other liabilities ........................ $ 114064 § 40,746
Long-term liabilities:
SemOr debl . . e 2,135,000 401,000
Convertible subordinated notes {net of discount of $1,528 and $2,037 as of
December 31, 2007 and 2006, respectively) ...t e 328472 327963
Other long-term liabilities, less current portion .. .. .. e e 67,554 21,951
Deferred income tax liabilities ... .. ... ... it i i i e 571,106 257,728
Total fiabilities . ... ... ... e e e 3,216,196 1,049,388
Commitments and contingencies
Stockholders’ equity:
Preferred stock, $.01 par value—authorized, 200,000,000 shares at December 31,
2007 and 2006; no shares issued or outstanding at December 31, 2007 and 2006 ... —_ —_
Common stock, $.01 par value—authorized, 500,000,000 shares at December 31, 2007
and 2006; 1ssued, 290,726,502 and 138,276,712 shares at December 31, 2007 and
2006, respectively; outstanding, 263,891,162 and 113,439,059 shares at
December 31, 2007 and 2006, respectively . ...t i i 2,907 1,383
Additional paid-incapital . ... ... e 2422076 1,582,858
Treasury stock, at cost, 26,835,340 and 24,837,653 shares at December 31, 2007 and
2000, respectively . . ..ot e (343,042) (323,879)
Accumulated other comprehensive loss, ReL .. .. ... i ii s (30,369) —
Accumulated deficil . ..o . e e e e (1,424,333) (136,054
Tolal stockholders’ equity ... ... 627,239 1,124,308
Total liabilities and stockholders’ equity ............... . oL, $ 3,843,435 $2,173,696

See accompanying notes to consolidated financial statements.
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CITADEL BROADCASTING CORPORATION AND SUBSIDIARIES
Consolidated Statements of Operations
(in thousands, excepl per share amouats)
Year Ended Décember 31,
2007 2006 2005

Nl FBVEMUES v - o e oo e et et ettt tnearnnn e s e e eaannes $ 719757 $432930 3419907
Cperating Expenses:
Cost of revenues, exclusive of depreciation and amortization shown

separately below . ... ... L 253,232 120,270 114,727
Selling, general and administralive .. ...........oioiiiiai s 197,106 126,558 122,71
Corporate general and administrative ... 44,642 30,287 15,363
Local marketing agreement fees ............ ..o oo i 1,326 1,268 1,723
Asset impairment and disposal charges . ......... ... o e 1,612.443 174,049 —
Depreciation and amortization ... ... o iiiii i e 30,678 16,740 22,346
(07157 00 1 - P O D (3,900)  (1.026) (353)
OPerating €XPENSES . .. ..o.voueiivaneorvnanennern et iiianss 2,135,527 468,146 276517
Operating (JOSS) iNCOME . ... ovvi e ir i eeeaans (1.415,770)  (35216) 143,390
TIETEST EXPENSE, DL . . . .o it e i e 100,741 32,911 21,137
Write off of deferred financing costs upon extingvishment of debt ....... 555 — —
(Loss) income before inCOME 1axes .. ............ooivvaenenenunnn (1,517,066) (68,127) 122,253
Income tax (benefit) exXpense . .. ..coov i s (231,830) (20,113) 52,496
Net (I0SS) INCOME . . .o v v v e iane et ia e ian s s $(1,285,236) $(48,014) § 69,757
Net (loss) income per share—basic .................ooiiiiiiiont % {6.61) $ (043§ 059
Net (Joss) income per share—diluted .............. .. oo, h 661) § (043) 3 055
Dividends declared pershare ..............cooo it $ 018 § 054 $§ 018
Special distribution declared pershare .......... ... ...l $ 24631 § — § —

Weighted average common shares outstanding:
BaSIC . .. e e e e 194,374 |

11,453 119,234

Diluted ... e e e 194,374 1

11,453 134,534

See accompanying notes to consolidated financia) statements.
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CITADEL BROADCASTING CORPORATION AND SUBSIDIARIES

Consolidated Statements of Cash Flows
(in thousands)

Year Ended December 31,
2007 2006 W05

Cash flows from operating activities: ,
MNet (JOSS)INCOME . ..o vt e e ca e eaanan e $(1,285,236) $(48,014) § 69,757
Adjustments to reconcile net (loss) income to net cash provided by
operating activities:

Depreciation and amortization .........coveveineiianoiiis - 30678 16,740 22,346
Write off of deferred financing costs .. ........c.. oot 555 — —
Asset impairment and disposal charges .............. ... 1,612,443 174,049 —
Non-cash debt related amounts . ..............oiiriiirineans. ) 2,289 2,340 1,839
Provision forbaddebts . .. ... ... e i 3,890 3.872 2,641
Gainonsale of GSSEIS .. ... . .o ivrun i i (4.085) (870) 372)
Deferred iNCOME TAXES . .\ v vt e r et eatratioinecennnss (235,343) (22,604) 49,635
Stock-based cOmMpensation EXPense . ......v vt iiinr s 23,349 17411 3444
Changes in operating assets and liabilities, net of acquisitions: ) :
Accountsreceivable ... ... it e e i 1,973 (6,964) (3,182)
Prepaid expenses and other Current assets .......oovvvnverene. (847) (435) 47
Accounts payable, accrued liabilities and other obligations ... .. 22,257 752 (5.382)
Net cash provided by operating activities ............ .. .cviiiiniie., 171,923 136,277 140,773
Cash flows from investing activities: _
ABC Radio merger acquisition costs ............ ... oo {23,110y  (3.672) —
Capital expendilures ... .. ...t viiiiii it (12,345) (11,790) (8,112)
Cash paidtoacquire stations ...............cccoiiiiniiiiinnans (1,557) (17,693) (49933
Proceeds fromsale of @ssels .. ... ..o iinnn i iinn e 35,124 B69 12,620
Purchase of anotereceivable .. ... ..ot _ (9.650) —
Other assels, BBl ...\ vr it e ettt i an e ensanae e aannas 300 420 (110}
Net cash used in investing activities ........... e, (1,588) (41.516)  (45,535)
Cash flows from financing activities:
Proceeds from senior credit and term facility ...................0 - 2,135,000 — —
DeblissUaNCE COBIS ... .. .. ittt iian e e (33,600) _ —
Repayment of ABC Radio indebtedness ........................ (1,351,855) —_ —
Borrowings from senior credit facility . ...........oo i 40,000 152,000 126,000
Principal payments on senior credit facility . ...... ... ... ... (441.000) (73,500) (89,500)
Purchase of shares held intreasury ... ... ... . ... (21,057) (90,683) (127,933)
Dividends paid to holders of commonstock ..................... (296,821) (82,743) _
Stock issvance costs associated with ABC merger ................ (4,436) - —
Principal payments on other long-term obligations ................ (250) (424) (504)
Exercise of stock options, net of costs incurred ... ................ — _— (13)
Net repurchases of unvested shares of commonstock .............. — — (67)
Repayment of stockholdernotes . .............. ... ... L 258 1i6 51
Net cash provided by (used in) financing activities . ................... 26,239  (95,234)  {91,966)
Net increase (decrease) in cash and cash equivalents .................. 196,574 473) 3,272
Cash and cash equivalents, beginningof period ...................... 3.747 4,220 948
Cash and cash equivalents,end of period ..................0cvvieis $ 200321 § 3747 § 4220

See accompanying notes to consolidated financial statements,
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CITADEL BROADCASTING CORPORATION AND SUBSIDIARIES

Consolidated Statements of Cash Flows (Continued)
{in thousands)

Supplemental schedule of investing activities

Exclusive of the Merger completed during the year ended December 31, 2007, as discussed at Note 3, the

Company also completed various radio station acquisitions during the years ended December 31, 2007, 2006 and
2005, for $1,557, $17,693 and $49.933 respectively, which approximates the fair value of assets acquired less

habilities assumed.

Year Ended December 31,

2007 2006 2005
Supplemental schedule of cash flow information
Cash Paymeats:
IMETES oo e $98,556 $30,639 §$18,52¢
LTy Y 2,789 2,245 3,079
Barter Transactions: .
Equipment purchases through barter . ........... ... .. o i ieiin. 143 218 378
Barter Revenue—included innetrevenue . .........oi i 14,195 9,115 9,636
Banter Expenses—included in cost of revenues and selling, general and
BdMINISURIVE BXPENSE L.\ ottt it ate et e teae e e e e aien e 13767 8,770 9,352
Other Non-Cash Transactions:
Reduction in other long-term liabilities in exchange for FCC license asset . .. — — 12,000
Accrual of capital expenditures ........... ... i i i 242 1328 2013
AcCrual Of O Ner ASSBIS ..ttt e e ' — 5967 —_
Accrual of treasury stock repurchases . ............ ... .. o oo — 502 32,343
Dividends declaredbutnotpaid ... ... ... ... ... ... —_ — 20,902
Issuance of treasury shares for 401(k} plan employermatch . .............. 650 — —
FINABliability ... i e e 692 — —
Change in fair value of derivative ... ... ... o it 2,538 - —
Change in fair value of interest rate swap liability, netoftax .............. 30,369 -— —_

See Note 3 for information related to the Merger

See accompanying notes to consolidated financial statemenis.
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CITADEL BROADCASTING CORPORATION AND SUBSIDIARIES

Notes to Consolidated Financia) Statements

1. Descriptivn of the Company

In January 2001, Citadel Broadcasting Corporation, 2 Delaware corporation, (the “Company™) was formed
by affiliates of Forstmann Little & Co. (“FL&Co.”) and acquired substantially all of the outstanding common
stock of our predecessor company in a leveraged buyout transaction. Citadel Broadcasting Company, a Nevada
company and wholly-owned subsidiary of Citadel Broadcasting Corporation, is referred 10 as “Citadel
Broadcasting.” ‘

On February 6, 2006, the Company and Alphabet Acquisition Corp., a wholly-owned subsidiary of the
Company ("Merger Sub”), entered into an Agreement and Plan of Merger with The Walt Disney Company
(“*TWDC") and ABC Radio Holdings, Inc., formerly known as ABC Chicago FM Radio, Inc. (*ABC Radio”), a
Delaware corporation and wholly-owned subsidiary of TWDC (ihe “Agreement and Plan of Merger”). The
Agreement and Plan of Merger was subsequently amended as of November 19, 2006. The Company refers to the
Agreement and Plan of Merger, as amended, as the “ABC Radio Merger Agreement.”

The Company, Merger Sub, TWDC and ABC Radio consummated the (i} separation of the ABC Radio
Neiwork business and 22 ABC radio stations (collectively, the “ABC Radio Business™) from TWDC and its
subsidiaries, {ii) spin-off of ABC Radio, which holds the ABC Radio Business, and (iii) merger of Merger Sub
with and into ABC Radio, with ABC Radio surviving as a wholly-owned subsidiary of the Compuny (the
“Merger™).

Prior to June 12, 2007, pursuant to the Separation Agreement by and between TWDC and ABC Radio, dated
as of February 6, 2006 and amended on November 19, 2006 (the “Separation Agreement”). TWDC consummated
a series of transactions 1o effect the transfer to ABC Radio and its subsidiaries of all of the assets relating to the
ABC Radio Business and the transfer to other TWDC's subsidiaries and affiliates the remaining assets not
relating to the ABC Radio Business, [n connection with those transactions, TWDC or one of its affiliates retained
cash from the proceeds of debt incurred by ABC Radio on June 5, 2007 in the amount of $1.35 billion (the “ABC
Radio Debt"). Foliowing these restructuring transactions by TWDC, and immediately prior to the effective time
of the Merger on June 12, 2007, TWDC distributed all of the outstanding common stock of ABC Radio pro rata
to TWDC's stockhotders through a spin-off (the “Spin-Off™). In the Spin-Off, each TWDC stockholder received
approximately 0.0768 shares of ABC Radio common stock for each share of TWDC common stock that was
owned on-June 6, 2007, the TWDC record date for purposes of the Spin-Off.

Immediately following the Spin-Off and pursuant to the ABC Radio Merger Agreement, on June 12, 2007,
Merger Sub was merged with and into ABC Radio, with ABC Radio continuing as the surviving corporation and
pecoming a wholly-owned subsidiary of the Company. Immediately thereafier, the separate corporaie existence
of Merger Sub ceased, and ABC Radio was renamed Alphabel Acquisition Corp. The Merger became effective
on June 12, 2007, at which time each share of ABC Radio common stock was converted into the right to receive
one share of the Company's common stock. As a result, the Company issued 151,707,512 shares of its common
stock 10 TWDC's stockholders, Immediately following the Merger, the Company's pre-merger stockholders
owned approximately 42.5%, and TWDC's stockholders owned approximately 57.5%, of the outstanding
common stock of the Company.

Also, on June 12, 2007, to effectuate the Merger, the Conipany entered into a new credit agreement with
several lenders to provide debt financing to the Company in connection with the payment of the special
distribution on June 12, 2007 immediately prior to the closing in the amount of $2.4631 per share to all
pre-merger holders of record of Company common stock as of June 8. 2007 (the “Special Distribution™). the
refinancing of Citadel Broadcasting's existing senior credit facility, the refinancing of the ABC Radio Debt and
the completion of the Merger.
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The Company's consolidated balance sheet as of December 31, 2007 includes the acquired assets and
assumed liabilities of ABC Radio. The Company’s consolidated statements of operations and of cash flows also
include the operating results of the ABC Radio Business subsequent to the closing date of the Merger on June 12,
2007.

In connection with the consummation of the transactions contemplated by the Separation Agreement and the
ABC Radio Merger Agreement, as of June 12, 2007, the Company, TWDC, and ABC Radio entered into a Tax
Sharing and Indemnification Agreement (the “Tax-Sharing and Indemnification Agreement™) that allocates
(i) the responsibility for filing tax returns and preparing other tax-related information and (ji) the liability for
paymenl and the benehit of refund or other recovery of taxes. The Tax Sharing and Indemnification Agreement
also provides for certain additional representations, warranties, covenants and indemnification provisions relating
to the preservation of the tax-free status of TWDC's internal restructuring and the distribution of ABC Radio
common stock 1o the stockholders of TWDC in the Spin-Off.

2. Description of Business and Summary of Significant Accounting Policies
Description of Business

Citadel Broadcasting and ABC Radio own and operate radio stations and hold Federal Communications
Commission (“FCC™) licenses in 27 states and the District of Celumbia, Radio stations serving the same
geographic area (i.e., principaily a city or combination of cities) are referred 1o as a market. The Company
aggregates the markets in which it operates into one reportable segment (“Radio Markets™) as defined by
Statement of Financial Accounting Standards (“SFAS™) No. 131, Disclosures abour Segments of an Enterprise
and Related Information. In addition t0 owning and operating radio stations, ABC Radio also owns and operates
the ABC Radio Network (“Radio Network™), which produces and distributes a variety of radio programming and
formats and syndicates across approximately 4,000 station affiliates and 8,500 program affiliations, and is a
separate reportable scgment as defined by SFAS No. 131,

Principles of Consolidation and Presentation

The accompanying consolidated financial statements include Citadel Broadcasting Corporation, Citadel
Broadcasting, ABC Radio and their consolidated subsidiaries. All significant intercompany balances and
transactions have been eliminated in consotidation.

In connection with the Merger, the Company is required to divest certain stations to comply with FCC
ownership limits, and therefore, these stations, the carrying value of which is immaterial, were assigned to a trust
as of the closing date of the Merger, The wrust agreement stipulates that the Company must fund any operating
shortfalls of the trust activities, and any excess cash flow generaied by the trust is distributed to the Company.
The Company consolidates the trust in accordance with Financial Accounting Standards Board (“FASB™)
Interpretation No. 46(R), Consolidation of Variable Interest Entities, which addresses consolidation by a
business enterprise of variable interest entities {*VIEs™) that either: (1) do not have sufficient equity investment
at risk to permit the entity to finance its activities without additional subordinated financial support or (2) hold a
significamt variable interest in, or have significant involvement with, an existing YIE.

Reclassifications

Certain reclassifications have been made to prior year amounts to conform 1o the current year presentation.
The provision for bad debis has been presented separately from the change in accounts receivable in the
accompanying consolidated statements of cash flows. In order to conform 1o ABC Radio’s preseniation
subsequent to the Merger, barter expenses relating to selling, general and administrative activities were
reclassified from cost of revenues to selling, general and administrative in the accompanying consolidated
statements of operations in the amounts of $5.1 million, $3.9 million and $4.2 million for the years ended
December 31, 2007, 2006 and 2005, respectively.
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Use of Estimates

Management of the Company has made a number of estimates and assumptions relating to the reporting of
assels and liabilities, revenue and expenses and the disclosure of contingent assets and liabilities to prepare these

financial statements in conformity with accounting principles generally accepted in the United States of America.

These estimates and assumptions relate in particular (o the evaluation of goodwill and intangible assets for
potential impairment, including changes in market conditions which could affect the estimated fair values, the
analysis of the measurement of deferred tax assets, including recognition of a valuation allowance to reduce the
amount of deferred tax assel (o the amount that is more likely than not 1o be realized, the identification and
quantification of income tax liabilities due to uncertain tax positions, and the determination of the allowance for
estimated uncollectible accounts and notes receivable, The Company also uses assumptions when determining
the value of certain fully vested stock units and when employing the Black-Scholes valuation model 1o estimate
the fair value of stock options and the fair value of the derivative financial instrument. For the initial purchase
price allocation for the Merger, the Company made estimates and assumptions for the preliminary determination
of values of the assets acquired and liabilities assumed, and the final allocation may be significantly different
from the preliminary allocation. The Company also uses estimates for determining the estimated fair value of its
interest rate swap. Actual results could differ materially from those estimates.

Cash and Cash Equivalents

The Company considers all highly liquid investinents with a maturity of three months or less, at the time of
purchase, to be cash equivalents.

Allowance for Doubtful Accounis

The Company recognizes an aflowance for estimated uncollectible accounts based on historical experience
of bad debts as a percentage of its aged outstanding reccivables, adjusted for improvements or deteriorations in
current economic conditions. Accounts receivable, net on the accompanying consolidated balance sheets
consisted of the following:

December 31,
2007 2006
(in thousands}
Trade receivables . ...t i e e $206.644  $80,309
Allowance for estimated uncollectible accounts . ................ (8.064) (.45
Accounts receivable, DET ... ...t e e $198.580 $77.852

Derivative Instrumenis and Hedging Activities

The Company has valued its obligation to settle dividends in cash upon the conversion of its conventible
subordinated notes, if any, in accordance with Emerging Issues Tusk Force (“EITF") 00-19, Accounting for
Derivative Financial Instruments Indexed to, and Potentially Settled in, a Company's Own Siock, and SFAS
No. 133, Accounting for Derivative Instruments and Hedging Activities. The Company measures the estimated
fair value of the derivative financial instrument as of each reporting date, and any increase or decrease in fair
value of the derivative liability is recognized immediately in earnings. The Company recognized a gain for the
estimated fair value of the financial derivative instrument liability in the amount of approximately $2.5 million
for the year ended December 31, 2007 and a loss of $0.4 million for the change in fair value for the year ended
December 31, 2006, and the estimated fair value of the derivative liability as of December 31, 2007 and 2006 is
$1,000 and $2.5 million, respectively.

The Company is exposed to fluctuations in interest rates, primarily attributable to borrowings under its
senior credit and term facility (see Note 10). The Company actively monitors these fluctuations and from time to
time may enter into derivative instruments to mitigate the variability of interest payments in accordance with ils
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risk management strategy. The Company accounts for interest rate swap arrangements in accordance with SFAS
No. 133. The accounting for changes in the fair values of such derivative instruments at each new measurement
date is dependent upon their intended use. The effective portion of changes in the fair values of derivative
instruments designated as hedges of forecasted transactions, referred to as cash flow hedges, are deferred and
vecorded as a component of accumulated other comprehensive income {loss) until the hedged forecasted
transactions occur and are recognized in earnings. The ineffective portion of changes in the fair values of
derivative instruments designated as cash flow hedges arc immediately reclassified to earnings. The differential
paid or received on the interest rate swap agreement is recognized as an adjustment to interest expense. See Note
12 for further discussion,

Acquisitions and Business Combinations

The Company accounts for its business acquisitions under the purchase method of accounting in accordance
wilh SFAS No. 141, Business Combinations,. The 10tal cost of acquisitions is allocated to the underlying
identifiable net assets, based on their respective estimated fair values at the date of acquisition. Goodwill
represents the excess of the purchase price over the fair value of net assets acquired, including the amount
assigned to identifiable intangible assets. Determining the fair value of assets acquired and liabilities assumed
requires management’s judgment and often involves the use of significant estimates and assumptions, including
assumptions with respect 10 future cash inflows and outflows, discount rates, asset lives and market multiples,
among other items. In addition, liabilities may be established on the Company’s balance sheet related to acquired
liabilities and qualifying restructuring costs and contingencies based on assumptions made at the time of
acquisition. The Company evaluates these reserves on a regular basis to determine the adeguacies of the amounts.

Property und Equipment

Asseis acquired in business combinations are recorded at their estimated fair value as of the acquisition date.
Property and equipment additions are recorded at cost. Depreciation of property and equipment is determined
using the straight-line method over the estimated useful lives of the related assets. Leasehold improvements are
capitalized and amortized using the straight-line method over the shorter of the related lease term or the
estimated useful lives of the assets. Maintenance and repairs are expensed as incurred.

The Company reviews long-lived assets for impairment whenever events or chinges in circumstances
indicate that the carrying amount of an asset may not be recoverable. Recoverability of assets to be held and used
is measured by a comparison of the carrying amount of an asset to future undiscounted net cash flows expected to
be generated by the asset. If the undiscounted cash flows are less than the camrying amoumt of the asset, the asset
is considered 1o be impaired, and the impairment loss recognized is measured by the amount by which the
carrying amount of the assets exceeds the fair value of the assets. Assets to be disposed of are reported at the
lower of the carrying amount or fair value less costs to sell.

Intangible Assels

Intangible assels consist primarily of FCC broadcast licenses and goodwill, but also include certain other
intangible assets acquired in purchase business combinations. Definite-lived intangible assets are amortized in
relation to the economic benefits of such assets over their total estimated useful lives.

The Company operates its business in two operating segments, the Radio Markets and Radio Network. Each
geographic market where the Company conducts its operations within the Radio Markets segment is a reporting
unit, 2nd the Radio Network is also a reporting unit for purposes of applying SFAS No. 142, Goodwill and Other
Intangible Assets.

The Company determines the fair value of the FCC licenses for each of its reporting units within the Radio
Markets by relying primarily on a discounted cash flow approach assuming a start-up scenano in which the only
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assets held by an investor are the FCC licenses. For purposes of testing the carrying value of its FCC licenses for
impairment, the fair value of FCC licenses for each reporting unit contains significant assumptions incorporating
variables that are based on past experiences and judgments about future performance using industry normalized
information for an average station within a market. The Company determines the fair value of goodwill using an
income and/or market approach for each of its reporting units within the operating segments. The market
approach compares recent sales and offering prices of similar properties or businesses. The incume approach uses
the subject property’s income generated over a specified time and capitalized at an appropriate market rate o
arrive at an indication of the most probable selling price.

The Company evaluates its FCC licenses and goodwiil for impairment as of October 1, the Company’s
annual impairment testing date, or more frequently if events or changes in circumstances indicate the assets
might be impaired. For the evaluation of impairment, the Company utilizes assumptions regarding expected
market conditions, interest rates and cost of capital; changes in these cstimates could materially affect the
estimated fair values.

See discussion of the Company’s annua! impairment test for the year ended December 31, 2007 at Note 6.

FCC Licenses and Renewal

Radio stations operate under renewable broadcasting licenses that are ordinarily granted by the FCC for
maximum terms of eight years. Licenses are renewed through an application to the FCC. A station may continu¢
to operate beyond the expiration daie of its license if a timely filed license application is pending. Petitions to
deny license renewals can be filed by interested parties, including members of the public. These petitions may
raise various issues before the FCC. The FCC is required to hold hearings on renewal applications if the FCC is
unable to determine that renewal of a license would serve the public interest, convenience and necessity, or if a
petition to deny raises a substantial and material question of fact as to whether the grant of the renewal
application would be inconsistent with the public interest, convenience and necessity. If, as a result of an
evidentiary hearing, the FCC determines that the licensee has failed to meet various requirements and that no
mitigating factors justify the imposition of a lesser sanction, then the FCC may deny a license renewal
application. Historically, the Company’s FCC licenses have generally been renewed, although the Company
cannot be assured that all of its licenses will be renewed, The non-renewal, or renewal with substantial conditions
or modifications, of one or more of the Company's FCC radio station licenses could have a material adverse
effect on the Company's business, liquidity, financial position, and results of operations. In the last renewal
cycle, all of the Company’s licenses were renewed.

Debr Issuance Costs and Debt Discount

The costs related to the issuance of debt are capilalized as other assets and amortized to interest expense
using the effective interest rate method over the term of the related debt. As further discussed at Note 10, in
connection with the Merger, the Company entered into a new credit arrangement replacing Citadel
Broadcasting’s senior credit facility. In connection with the new credit arrangement, the Company incurred
approximately $33.6 million of debt issuance costs. For the years ended December 31, 2007, 2006 and 2005 the
amortization of debt issuance costs was $4.3 million, $1.8 million and $1.8 million, respectively. In accordance
with EITF 98-14, Debtor’s Accounting for Changes in Line-of-Credit or Revolving-Debt Arrangements,and in
connection with the modification of debt, during the quarter ended June 30, 2007 the Company wrote off $0.6
million of the $2.0 million in remaining debt issuance costs relating to Citadel Broadcasting’s senior credit
facility. The remaining costs will be amortized over the respective terms of the related components of the
Company’s new credit arrangement. .

The Company has valued its obligation to settle dividends in cash upon conversion of its convertible

subordinated notes, if any, in accordance with EITF 00-19 and SFAS No. 133. This derivative financial
instrument was initially measured at its estimated fair value using the Black-Scholes option pricing model and
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was recorded as a liability and a discount on the convertible subordinated notes. The initial discount is being
amortized to interest expense over the remaining term of the notes and is shown as a reduction to the convertible
subordinated notes. During the years ended December 31, 2007 and 2006, the amortization of the discount was
$0.5 million and $0.1 million, respectively.

Long-Term Incentive Plan

Effective January {, 2006, the Company adopted SFAS No. 123R, Share-Based Payment, using the
modified prospective approach. SFAS No. 123R replaces SFAS No. 123, Accounting for Stock-Based
Compensation, and supersedes Accounting Principles Board (“APB’") Opinion No. 23, Accounting for Stock
Issued to Employees. SFAS No. 123R requires the cost of all share-based payments to employees, including
grants of employee stock options, to be recognized in the financial statements based on their fair values measured
at the grant date, or the date of later modification, over the requisite service period. In addition, under the
modified prospeciive approach, SFAS No. 123R requires unrecognized cost (based on the amounts previously
disclosed in pro forma footnote disclosures) related to options vesting after the date of initial adoption to be
recognized in the financial slalements over the remaining requisite service period. Therefore, the amount of
compensation costs 1o be recognized over the requisite service period on a prospective basis after January 1, 2006
will include: (i) compensation cost for all share-based payments granted prior to, but not yet vested as of,
January 1, 2006 based on their fair values measured at the grant date, (ii) compensation costs of all share-based
paymenis granted subsequent to January 1, 2006 based on their respective grant date fair value, and (iii) the
incremental fair value of awards modified subsequent to January 1, 2006 measured as of the date of such
modification. '

Prior to.January 1, 2006, the Company accounted for stock-based compensation plans in accordance with
the provisions of APB Opinion No. 25, as permitted by SFAS No. 123, and accordingly, did not recognize
compensation expense for stock options with an exercise price equal to or greater than the market price of the
underlying stock at the date of grant. Prior to the adoption of SFAS No. 123R, the Company recognized share-
based payment compensation costs using the accelerated recognition method. Upon adoption, the Company
recognizes the cost of previously granted share-based awards under the accelerated recognition method and
generally recognizes the cost of new or modified share-based awards on a straight-line basis over the requisite
service period. :

Had the fair value-based method as prescribed by SFAS No. 123 been applied, additional pre-tax
compensation expense of $8.4 million would have been recognized for the year ended December 31, 2005 and
the effect on net income and net income per share would have been as follows:

Year Ended
December 31, 2005
(in thousands, except
per chare amounts)
Netincome, asreported ............ e e ae et $ 69,757
Add: Stock-based compensation expense ........... e 3444
Deduct: Total siock-based employee compensation expense determined
under fair value based method . .. .. .. s (11,884)
Incremental $ax iIMPact ... ... ..oiriiniieriseiiiii e 3334
Net income, proforma ............ oo $ 64,651
Basic net income per common share:
ASTEPOREd .. ..o ottt e e e $ 059
Proforma .. i e e e s $ 054
Dituted net income per comimon share:
ASTEPOMED it e i e $ 055
Proforma ... i e e e $ 0.51




The incremental tax impact presented in the table above represents the effect of the additional tax benefit
that the Company would have accumulated in prior periods had compensation expense related to its stock options
been recognized utilizing the fair value method.

Income Taxes

The Company utilizes the asset and liability method of accounting for income taxes. Under the asset and
liability method, deferred tax assets and liabilitics are recognized for the future tax consequences auributable to
differences between the financial statement carrying amounts of existing assets and liabilitics and their respective
1ax bases. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply 1o taxable
income in the years in which those temporary differences are expected to be recovered or settled. The effect on
deferred 1ax assets and liabilities of a change in tax rates is recognized in income in the period that includes the
enactment date. A valuation allowance is recorded for a net deferred 1ax asset balance when it is more likely than
not that the benefits of the tax asset will not be realized.

Tax contingencies are also recorded to address potential exposures involving lax posi'lions that the Company
has taken that could be challenged by taxing authorities. To the extent that the Company recognizes a liability for
non-deductible expenses, its income tax expense is increased. If the Company ultimately determines that
payment of these amounts is unnecessary, it will reverse the liability and recognize a tax benefit during the
period in which the Company determines the liability is no longer necessary. These potential exposures result
from the varying application of statutes, rules, regulations and interpretations, A number of jears may elapse
before a tax return containing matters, for which a liability has been recognized, is audited by the taxing autherity
and finally resolved.

Net (Loss) Income Per Share

Net (loss) income per share is calculated in accordance with SFAS No. 128, Earnings Per Share, which
requires presentation of basic and diluted net (loss) income per share. Basic net (Joss) income per share excludes
dilution and is computed for the years ended December 31, 2007, 2006 and 2005 by dividing net (loss) income
by the weighted average number of common shares outstanding during the,year, During the year ended .
December 31, 2005, diluted net income per share is computed in the same manner as basic net income per share
after assuming issuance of common stock for all potentially dilutive equivalent shares, which includes (1) stock
options (using the treasury stock method), (2) the effect of unvested shares of common stock outstanding, and
(3) the conversion of the Company’s convertible subordinated notes afier eliminating from net income the
interest expense, net of tax, incurred on the convenible subordinated notes. Anti-dilutive instruments are not
considered in this calculation. For the years ended December 31, 2007 and 2006, the above dilutive equivalent
shares were not included in the calculation of diluted net income per share as the effect would have been
antidilutive due to the net loss reported. '
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The following is a reconciliation of the numerator and denominator of the basic and diluted eamings per
share computation for the year ended December 31, 2005:

December 31,
(In thousands, except per share data) _ﬂS___
NUMERATOR:
Income available to common siockhelders ............ S $ 69,757
Effect of dilutive securities: o .

Convertible subordinated notes .............. e 3,743
Numerator for net income per common share—diluted .. ................. 3 73,500
DENOMINATOR:

Weighted average common shares ........... PO SRS EERREELEEE 119,234
Effect of dilutive securities:

OPLIOMS ..ottt ettt it i e 1,995

Restricted Shares . ... ..ottt et i et 349

Convertible subordinated notes . ..........overninann.. T, 12,956
Denominator for net income per common share—diluted ................. 134,534
Net income per common share:

Netincome—DBasic . ...\t ittt e $ 059

Netincome—Diluted .. ... ot e e $ 055

Options to purchase 4,562,656 shares of common stock were not included in the computation of diluted
earnings per share for the year ended December 31, 2005 because their effect would have been antidilutive.
Potentially dilutive equivalent shares, which include (1) 0.7 million and 0.6 million of stock options {using the
treasury stock method), (2) the effect of unvested shares of common stock outstanding of 0.6 million and
0.3 million shares, and (3) the conversion of the Company’s convertible subordinated notes into 13.1 million
shares were excluded from the computation of diluted weighted average shares outstanding for the years ended
December 31, 2007 and 2006, respectively as their effect was antidilutive.

Revenue Recognition

The Radio Markets derive revenue primarily from the sale of program time and commercial announcements
to local, regional and national advertisers. Net broadcasting revenue is recorded net of agency commissions and
is recognized when the programs and commercial announcements are broadcast. Agency commissions are
calculated based on a stated percentage applied to gross broadcasting revenue.

Historically, the Company has managed its portfolio of radio stations through selected acquisitions,
dispositions and exchanges, as well as through the use of local marketing agreements (“LMAs™) and joint sales
agreements (“JSAs"). Under an LMA or a JSA, the company operating a station provides programming or sales
and marketing or a combination of such services on behalf of the owner of a station. The broadcast revenue and
operating expenses of stations operated by the Company under LMAs and JSAs have been included in the
Company's results of operations since the respective effective dates of such agreements.

The Radio Network generates substantially all of its revenue from the sale of advertising time accumulated
from its affiliate stations. The Radio Network also generates advertising revenue by embedding a defined number
of advertising units in its syndicated programs, which it sells to advenisers at premium prices. Additionatly, the
Radio Network acts as the exclusive sales representative for the ESPN Radio Network pursuant to the ESPN
Radio Network Sales Representation Agreement (the “ESPN Agreement”), entered into as of June 12, 2007, the
closing date of the Merger. The ESPN Agreement sets forth the terms under which Radio Network sells
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adventising on behalf of the ESPN Radio Network by providing a sales staff to solicit advertising and manage the
billing and collection functions in exchange for 20% of all net sales generated on behalf of the ESPN Radio
Network for the initial two-year term of the agreement. The agreement will be renewed for two successive
onc-year renewal periods if certain sales levels are achicved.

Barter Transactions

Barter contracts are agreements entered into under which the Company provides commercial air-time in
exchange for goods and services used principally for promotions, sales and other business activities. The
Company determines the amount of revenue for barter transactions based on fair value received for similar
commercial air-time from cash customers.

Advertising Expenses

Advenising expenses are expensed as incurred.

Business and Credit Concentrations

In‘the opinion of management, credit risk with respect to receivables is miligated in part by the large
number of customers and the geographic diversification of the Company's customer base. The Company
performs credil evaluations of its customers and believes that adequate allowances for any uncoltectible
receivables are maintained. At December 31, 2007, and 2006, no receivable from any customer exceeded 5% of
accounts receivable. For the years ended December 31, 2007, 2006 and 2005, no single customer accounted for
more than 10% of net broadcasting revenue,

Recent Accounting Pronouncements

Effective January 1, 2007, the Company adopted FASB Interpretation (“FIN") No. 48, Accounting for
Uncertainty in Income Taxes-an interpretation of FASB Statement No. 109. FIN 48 clarifies the accounting for
uncertainty in income taxes by prescribing a recognition threshold and measurement attribute for the financial
statement recognition and measurement of a tax position taken or expected 1o be taken in a tax retum. In
addition, FIN 48 provides guidance on derecognition of income tax positions, tax positions in interim periods,
and income tax disclosures. See Note 4 for additional information.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements, effective for fiscal years
beginning after November 15, 2007 and interim periods within those fiscal years. SFAS No. 157 establishes a
framework for measuring fair value under accounting principles generally accepted in the United States of
America and expands disclosures about fair value measurement. In February 2008, the FASB deferred the
adoption of SFAS No. 157 for one year as it applies 10 certain ilems, including assets and liabilitics initially
measured at fair value in a business combination, reporting units and certain assets and liabilities measured at fair
value in connection with goodwill impairment tests in accordance with SFAS No. 142 and long-lived assets
measured at fair value for impairment assessments under SFAS No. 144, Accounting for the Impairment and
Disposal of Long-Lived Assets. The Company would still be required to adopt the provisions of SFAS No. 157 in
2008 as it relates to cenain other items, including those within the scope of SFAS No. 107, Disclosures about
Fair Value of Financial Instruments, and financial and nonfinancial derivatives within the scope of SFAS
No. 133. The Company does not believe the required partial adoption of SFAS No. 157 in 2008 will have a
material impact on its consolidated financial condition and results of operations.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and
Financial Liabilities. SEAS No. 159 permits entities to measure certain financial asseis and liabilities at fair
value and for entities which elect the fair value option, unrealized gains and losses will be reported in eamings at
each subsequent reporting date. The fair value option may be elected on an instrument-by-instrument basis. The
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provisions of SFAS No. 159 are effective for the Company as of January 1, 2008, The application of SFAS

No. 159 requires prospective application, and the difference between the carrying amount and fair value is to be
included in a cumulative effect adjustment to the opening balance of retained earnings, The Company does not
intend to adept SFAS No. 159, :

In June 2007, the EITF issued Topic No. 06-11, Accounting for Income Tax Benefits of Dividends on Share-
Based Payment Awards. EITF 06-11 requires the realized tax benefit for dividends paid on share-based payment
awards expected to vest to be credited to the Company's additional paid-in capital account. The application of
EITF 06-11 shall be applied prospectively to income tax benefits of dividends declared on affected securities in
fiscal years beginning after December 15, 2007. Earlicr application is permitied. The Company does not believe
that the adoption of EITF 06-11 will have a material impact on its consolidated financial condition and results of
operations.

In December 2007, the FASB issued SFAS No. 141 (revised 2007), Business Combinations, which replaces
SFAS No. 141. SFAS No. 141R retains the purchase method of accounting for acquisitions, but requires a
number of changes, including changes in the way assets and liabilities are recognized in purchase accounting. It
also changes the recognition of assets acquired and liabilities assumed arising from contingencies, requires the
capitalization of in-process research and development at fair value, and requires the expensing of acquisition-
related costs as incurred. SFAS No. 141R is effective for the Company beginning January 1, 2009 and will apply
prospectively to any business combinations completed on or after that date. The Company expects that the
adoption will have an impact on its consolidated financial siatements when effective, but the nature and
magnitude of the specific effects will depend upon the nature, terms and size of any acquisitions that the
Company consummales after the effective date.

3. ABC Radio Merger Transaction

As discussed at Note 1, the Company completed the Merger on June 12, 2007, In conrection with the
Merger, the Company issued 151,707,512 shares of its common stock to TWDC's stockholders. In accordance
with EITF 99-12, Determination of the Measurement Date for the Market Price of Acquirer Securities Issued in a
Purchase Business Combination, the date to be utilized for financial accounting purposes to value the shares of
the Company's common stock issued as pant of the Merger that were determined based on a formula and whose
value could have varied based on the average closing price of the Company's common stock is the date on which
the average stock price dropped below the collar mechanism contained in the ABC Radio Merger Agreement
prior to the closing date of June 12, 2007. For the purpose of determining the fair value of the 151,707,512 shares
issued, the Company calculated the price of approximately $7.24 per share based on $9.70 (the average price two
days before and two days after the date on which the Company's siock price fell outside the collar range) less the
Special Distribution of approximately $2.46 per share that was paid to the Company’s pre-merger stockholders of
record on June 8, 2007. [n consideration for the Merger, the Company assumed the ABC Radio Debt in the
amount of $1.35 billion, and immediately refinanced the debt assumed subsequent to the closing of the Merger
(see Note 10 for lurther discussion). The total consideration provided by the Company for the Merger of the fair
value of the Company's stock, assumption of the ABC Radio Debt and direct transaction ¢osts has been
preliminarily allocated as outlined in the table below.

SFAS No. 141 requires the use of the purchase method of accounting for business combinaticns. In applying
the purchase method, it is necessary to identify both the accounting acquiree and the accounting acquirer, In a
business combination effected through an exchange of equity interests, such as the Merger, the entity that issues
the shares (the Company in this case) is generally the acquiring entity. In identifying the acquiring entity in this
transaction, all pertinent facts and circumstances were considered, including the following:

»  The relative voting interests in the combined entity after the combination. In this case, stockholders of
TWDC, the sote stockholder of ABC Radio, received approximately 57.5% of the equity ownership
and associated voting rights in the Company,
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»  The composition of the governing body of the combined entity. In this case the composition of the
board of directors of the Company s comprised of the members of the board of directors of the
Company immediately prior io the consummation of the Merger.

+  The composition of the senior management of the combined entity. In this case, the senior management
of the Company is comprised of the members of senior management of the Company immediately prior

to the consummation of the Merger.

+  The existence of a large minority voting interest when no other stockholder has a significant interest. In
this case, stockholders of the Company that are affiliated with FL&Co. held an approximate 29%
voling interest of the cutstanding common stock of the Company after the Merger, which we believe is
larper than that of any other hotder.

While ABC Radio is the legal acquirer and surviving company in the Merger, the Company is the
accounting acquirer in this combination based on the facts and circumstances outlined above. As of June 12,
2007, the date of consummation of the Merger, the Company applied purchase accounting to the assets and
liabilities of ABC Radio, and the historical financial statements of the combined company are those of the

Company.

in accordance with SFAS No. 141, the Merger was treated as a purchase of the ABC Radio Business by the
Company as the accounting acquirer. Accordingly, goodwilt arising from the Merger has been determined as the
excess of the purchase price for the ABC Radio Business over the fair value of its net assets. The preliminary
adjustments to net assets and goodwill as presented in these consolidated financial statements are based upon
various estimates. )

As a result of the Merger and resulting evaluation of the consolidated businesses, the Company restructured
and eliminated certain programming, sales and general and administrative positions within the ABC Radio
Business. In accordance with EITF 95-3, Recognition of Liabilities in Connection with a Purchase Business
Combination, the Company accrued a liability of $0.7 million of severance costs, of which $0.2 million was paid
as of December 31, 2007, and the balance is expected to be paid in full during 2008. The Company is involved in
ongoing assessments of the potential restructuring changes, and this process is expected 10 be finalized by the
first quarter of 2008. The Company currently cstimates that additional restructuring charges primarily related {0
severance costs for terminated employees of approximatety $3.0 million to $5.0 million will be accrued in
connection with the Merger and paid over the terms of the related agreements, if any.
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Other than the estimated fair value of FCC licenses, which has been completed as of December 31, 2007,
the final determination of the fair market value of the assets acquired and liabilities assumed and the final
allocation of the purchase price consideration may differ significantly from the preliminary allocation. See
further discussion related to the finalization of the allocation of the purchase price at Note 6. The preliminary
allocation of the purchase price consideration is as follows:

In thousands, except
per share amounts

Fair value of common stock issued:

Numberof sharesissued ............cciitiiiiininennnsn, 151,707
Pershare value ..........oiinrietriiiiererntinrennennns $  7.2369
Total fair value of common stock issued .............cc0vvnen 1,097,893
Value of convertedequityawards .. ........... .. .. ..o 17,895
Direct Iransaction COSIS ... v et st re s s e nneranen s 26,287
Total purchase price consideration .............. .o ieveninen., 1,142,075
L1 19 ¢ I 13T - A RO PA A 129,075
Property and equipment . ........ ... i e 59,027
O T T 1,412,000
Other intangible assets . ......... ... il 81,200
L T L 5,243
Accounts payable, accrued liabilities and other liabilities ............ (43,815)
Deferred income 1ax liabilities ..........cc it (549,152)
ABCRadiodebtassumed ...........oivetiiinireinrnnniroenn- (1,350,000)
Other long-term liabilities ............. ... ... .. . ... 00l (3,051)
Fair value of liabilities assumed in excess of fair value of net assets )
ACqUITed .. ... e $ (259473)
Goodwill ... et e e e, $ 1,401,548

As further discussed at Note 6, intangible assets presented in the table above reflect the allocation to FCC
licenses acquired in the Merger, for which the fair value determination is complete as of December 31, 2007 and
which are not subject to amortization, and a prelimirary allocation to other ABC Radio intangible assets
acquired, including goodwill, which is not subject to amontization, and customer-refated intangible assets that are
being amortized in relation to the economic benefits of such assets over a total estimated useful life of
approximately seven years. Due to a continued deterioration in the radio marketplace, the operating results of the
ABC Radio Business and the Company’s stock price decline from the date of the Merger through December 31,
2007, the Company reviewed the estimated fair value of the assels acquired in connection with the Merger as of
September 30. 2007, Qctober 1. 2007 (the Company’s annual impairment testing date), and December 31, 2007.
For the year ended December 31, 2007, the Company recognized non-cash impairment charges of $§767.4 million
and $347.8 million 1o write down the carrying values of goodwill and FCC licenses, respectively, related to the
ABC Radio Business 1o their estimated fair values.

The Company will finalize the determination of the fair market value of remaining assets acquired and
liabilities assumed in the Merger and the allocation of the purchase price consideration by the second quarter of
2008. The final allocation of the purchase price may be significantly different than the preliminary allocation.
Changes in the allocation of amounts to definite-lived intangibles could result in a significant change in the
amount of amortization expense recognized relative 10 such intangibles in future periods.
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The following summarized unaudited pro forma results of.operations for the years ended December 31,
2007 and 2006 assume that the Merger and any material station dispositions occurred as of January | of each
period presented. These pro forma results have been prepared for.comparative purposes only and do not purpont
to be indicative of the results of operations which actually would have resulted had the Merger and station
dispositions occurred as of January 1 of each period presented or which may accur in the future.

Ycar Ended
! December 31,
2007 ’ 006 °
(In thousunds, except per share amounts)
Netrevemue . ...ovoieeenerrmnrnveocnoras e - 5 944,460 $978,354
L LOSS ottt e e et e e " (1,277.170) - (48.928)
Basic net loss percommonshare ................ .00t $ (4.88) 3 019
Diluted net loss per common share ................. e $ {4.88) $ (0.19

4. Income Taxes

The components of the income tax (beneﬁl) expense for the years ended December 31, 2007, 2006 and 2005

are as follows:
L]
Year Ended Year Ended Year Ended
" Pecember 31, December 31, December 31,

2007 2006 2005
.(in thousands)

Current tax expense: ) .
Federal ... oo e e e b 487 § o04 $ 760
L7 g 3,025 1,887 2,101

3.512 2,49 2,861

Deferred tax (benefit) expense
Federal . ..ottt e e (214,240)  (18,356) 38,692
e L . ettt e e e (21,102) (4.248) 10,943

(235.342)  (22.604) = 49,635

Total income tax (benefit) expense .............vviiiiineiian as $(231,830) $(20,113)  $52,496

Reconciliations of the income tax (benefit) expense to the tax (benefit) expense calculated by applying the
federal statutory rate of 35% for the years ended December 31, 2007, 2006 and 2005 to the (loss} income before
income taxes are as follows:

Year Ended Year Ended Yeor Ended
December 31, December 31, December 31,

2007 2006 2005
(in thousands)

Federal statutory rate applied to the (loss) income from continuing

operations before inCOME 1aXes ... ... vt iiniieiniens $(530,973) $(23,845) 542,789
Stale tax expense, net of federal benefittax ...................... (24,887) (1,348) 7,295
Non-deductible compensation .................. i 4,391 2,375 -
Other permédnent differences . ........ ... oo 702 1,296 260
Change in federal and state valuation allowance .................. — — (698)
Non-deductible goodwill . ... ... i e 312,058 933 589
Staterate change ... ... 3,175 — 1,836
Excess book stock compensation ........ ... .. 3.059
01T R 645 476 425

$(231,830) $(20.113)  $52,496
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For the year ended December 31, 2007, the Company recognized a tax benefit of approximately $231.8
million based on a loss before income taxes of approximately $1,517.1 million, Excluding the asset impairment
and disposal charge of $1,612.4 million and the tax benefit associated with this charge of approximately $284.6
million, which was adversely impacted by the write-off of non-deductible goodwill, income before taxes would
have been approximately $95.3 million and tax expense would have been approximately $52.8 million, resulting
in an effective tax rate of 55%. The Company’s effective tax rate differs from the federal tax rate of 35% as a
result of a $3.1 miliion non-cash write down of the Company's deferred tax asset (as further discussed below),
$3.2 million state income tax expense, net of federal benefit, due to an increase in the Company’s effective state
tax rate upon the completion of the Merger caused by a change in the jurisdictions in which the Company
conducts business, centain non-deductible compensation costs, and other non-deductible expenses. In the first
quarter of 2007, the compensation committee of the Company's board of directors determined that specified
performance goals were achieved for certain of the outstanding stock-based awards, In addition, time-vesting
restricted shares vested during the year ended December 31, 2007, and the Company recognized a $3.1 million
non-cash write down of its deferred tax asset for the excess of stock-based compensation expense recorded over
the amount of such compensation costs deductible for income tax purposes upon vesting of the stock based
awards.

The income tax benefit for the year ended December 31, 2006 was primarily the result of the approximately
$67.3 million deferred tax benefit related to the asset impairment (see Note 6). This benefit was adversely
impacted by the write-off of non-deductible goodwill. Excluding the effects of the asset impairment, the effective
tax rate for the year ended December 31, 2006 is 45%. The effective tax rate in 2006, exclusive of the effects of
the asset impairment differs from the federal rate of 35% primarily due to state taxes, non-deductible
compensation and other non-deductible expenses.

The tax effects of temporary differences that give rise to significamt portions of the deferred (ax assets,
liabilities and the valuation allowance at December 31 are as follows:

2007 2006

{in thousznds)

Deferred tax assets:
Receivables, principally due to allowance for doubtful accounts ......... $ 3166 § 896
Net operating loss carryforwards ...l 27,655 43,212
Accrued liabilities and other obligations not currently deductible . ..... ... 13,656 11,624
Compensation related 1o stock-based awards . ...............ooviun, 14,636 20,429
Hedging transaction ... ........eeeinen i iaintienriorernorss 19,869
0= 8,456 2,403

Total deferred tax @SSELS ... oo vvvrvirenrrr i iian i cnnrienansy 87,438 78,564
Valuation allowance . .......o ittt i e —_ —_

Netdeferred LaX 885018 L. . vttt ernninineer e ireinreenrnnnns 87.438 78,564
Deferred 1ax liabilities:
Property andequipment _...... ... ... i {11,949) (4,672)
Intangible @SSELS . ...\t ivn it e i e (617,040)  (324,108)
0 171 (599)

Total deferred tax liabilities .. ....... .. vt (629,588)  (328,780)

Net deferred tax liabilities ....... ... ... .. ..o it $(542,150) $(250,216)
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At December 31, 2007, the Company has net operating loss carryforwards for federal income tax purposes
of approximately $75.4 million. The federal net operating loss carryforwards expire as follows:

Net Operating
Year of Expiration Loss Carrylorward
(in millions)
December 31,2020 ... .0 ir i e $39.1
December 31, 2021 ..o vt i e e e i 17.1
December 31, 2022 .. e 192
Total federal loss carryforwards .. .............ciiiiiiene, $75.4

As a result of the Merger described at Note 1, the Company has had a greater than 50% change in control
and therefore Internal Revenue Code Section 382 limits the annual amount of net operating losses that can be
utilized by the Company. The annual limitation is approximately $27.1 million plus any unrealized net built-in
gains and, assuming no future ownership changes. the Company expects to fully utilize existing net operating
loss carryforwards within the available carryforward periods. However, if a future change in contro! under
Section 382 occurs, the Company’s net operating losses could incur additional limitations. The Company will
continue to evaluate the deferred tax asset based on the operations of the Company and any ownership changes
under Section 382 to determine whether a change in the valuation allowance will be required to reduce the
deferred tax asset 1o the amount that is more likely than not to be realized.

For state income tax purposes, the Company has approximately $25.4 million in net operaiing loss
carryforwards. The net operating loss carryforwards expire in 2013 through 2022. The determination of the state
net operating loss carryforwards is dependent upon the federal net operating loss, apportionment percentages and
other respective state laws, which can change year to year and impact the amount of the state net operating loss
carryforwards. Utilization of such federal and state net operating losses is subject to certain limitations under
federal and state income tax laws.

At December 31, 2007, the Company has an alternative minimum tax ("AMT") credit carryforward of
approximately $3.1 million. AMT credits are available to be carried forward indefinitely and may be utilized
against regular federal tax to the extent they do not exceed computed AMT calculations.

FIN 48

FIN 48 clarifies the accounting for uncenainty in income taxes recognized in the financial statements in
accordance with SFAS No. 109, Accounting for Income Taxes, and provides that a tax benefit from an uncertain
tax position may be recognized when it is more likely than not that the position will be sustained upon
examination, including resolutions of any related appeals or litigation processes, based on the technical merits.

Income tax positions must meet a more-likely-than-not recognition threshold at the effective date to be
recognized upon the adoption of FIN 48 and in subsequent periods. FIN 48 also provides guidance on
measurement, derecognition, classification, interest and penalties, accounting in interim periods, disclosure and
transition.

On January 1, 2007, the Company adopted the provisions of FIN 48. As a result of the implementation of
FIN 48, the Company adjusted the estimated value of its uncertain tax positions by recognizing an additional
estimated reduction in its deferred tax assets of approximately $5.1 million, of which approximately $3.0 million
was recorded as an adjustment to the opening balance of accumulated deficit as of Janvary 1, 2007, and
approximately $2.1 million was recorded as an increase to goodwill related to uncertain tax positions from a prior
acquisition.
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The following is a tabular reconciliation of the total amounts of unrecognized tax benefits for the year:

(In thousands)
Unrecognized tax benefit—opening balance . . ......................... $10,077
Gross increases—tax positions in priorperiods .. ... ... ... .o oL 42
Gross decreases—tax positions inpriorperiods ........................ (753)
Gross increases—tax positions incurrentperiod ... 892
Unrecognized tax benefit—ending balance . ................. e $10,258

Included in the balance of unrecognized tax benefits at December 31, 2007 are $4.6 million of tax benefits
that, if recognized, would affect the effective tax rate. Also included in the balance of unrecognized tax benefits
at December 31, 2007 are $5.6 million of tax benefits that, if recognized, would result in a decrease to goodwill
recorded in purchase business combinations, No additional significant increases or decreases in unrecognized tax
benefit are expected within the next 12 months. ‘

The Company recognizes interest accrued related Lo unrecognized tax benefits and penalties as income tax
expense. Related 10 the uncertain tax benefits noted above, the Company accrued an immaierial amount of
interest during 2007 and in total, as of December 31, 2007, has recognized a liability for interest of $0.1 million.

The Company files income tax returns in the U.S. federal jurisdiction and various state jurisdictions. The
Company has a number of federal and state income tax years stilt open for examination as a result of the net
operating loss carryforwards. Accordingly, the Company is subject to examination for both U.S. federal and
certain state tax return purposes for the years 1993 10 present.

5. Property and Equipment

Property and equipment consisted of the following at December 31:

Estimated
2007 2006 Useful Life
(in thousands)
7T $ 40080 $ 19876
Buildings and improvements , .. ... i e 50,053 32,167 3to 25 years
Transmivters, \owers and studio equipment ..................... .l 115,303 94,576 51010 years
Office furniture, equipment and vehicles ....... e, 28,769 28816 2to 12 years
CONSINUCHION 1N PrOBIESS .« v vt vanimanen s iaanrraeraaasssnrens 3916 4,031
. 238,121 179,466
Less accumulated depreciation and amontization .............c..o0hn (102.498) (95,532)

$ 135,623 § 83,934

Depreciation expense was $15.0 million, $15.5 million, and $20.( million for the years ended December 31,
2007, 2006 and 2005, respectively.

6. Intangible Assets
Indefinite-Lived Intangible Assers and Goodwill

Intangible assets consist primarily of FCC broadcast licenses and goodwill, but also include certain other
intangible assets acquired in purchase business combinations. Definite-lived intangible assets are amortized in
relation to the cconomic benefits of such assets over their total estimated useful lives.
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The Company operales its business in two operating segments, the Radio Markets and Radio Network. Each
geographic market where the Company conducts its operations within the Radio Markets segment is a reporting
unit, and the Radio Network is also a reporting unit for purposes of applying SFAS No. 142

SFAS No. 142 requires the Company to test FCC licenses on an annual basis and between annual tests if
events occur or circumstances change that would, more likely than not, reduce the fair value of FCC licenses
below the amount reflected in the balance sheet. The annual test, which is performed by the Company as of
October 1 in the fourth quarter of each year, requires thai the Company (1) determine the reporting unit; and
(2) compare the carrying amount of the FCC licenses reflected on the balance sheet in each reporting unit to the
fair value of the reporting unit's FCC licenses.

The Company determines the fair value of the FCC licenses for each of its reporting units within its Radio
Markets by relying primarily on a discounted cash flow approach assuming a start-up scenario in which the only
assets held by an investor are FCC licenses. For purposes of testing the carrying values of its FCC licenses for
impairment, the fair value of FCC licenses for each reporting unit contains significant assumplions incorporating
variables that are based on past experiences and judgments about future performance using industry normalized
information for an average station within a market. These variables inciude, but are not limited to0: (1) the
forecasted growth rate of each radio market, including population, household income, retail sales and other
expenditures that would influence advertising expenditures; (2) market share and profit margin of an average
station within a market; (3) estimated capital start-up costs and losses incurred during the early years; (4) risk-
adjusted discount rate; (5) the likely media competition within the market area; and (6) expected growth rates in
perpetuity to estimate terminal values.

SFAS No. 142 also requires the Company 1o test goodwill at its reporting units within its Radio Markets
segment and Radio Network segment on an annual basis and between annual tests if events occur or
circumstances change that would, more likely than not, reduce the fair value of goedwill below the amount
reflected in the balance sheet. The Company performs its annual impairment test as of October 1 in the fourth
quarter of each year by (1) determining the reporting unit and (2) comparing the fair value of each reporting unit
with the amount reflected in the balance sheet. If the fair value of any reporting unit is less than the amount
reflected in the balance sheet, an indication exists that the amount of goodwill attributed to a reporting unit may
be impaired, and the Company is required to perform a second step of the impairment test. In the second step, the
Company compares the implied fair value of the reporting unit’s goodwill, determined by allocating the reporting
unit's fair value 1o all of its assets and liabilities in a manner similar to a purchase price allocation in accordance
with SFAS No. 141, to the amount reflected in the balance sheet.

To determine the fair value, the Company uses an income and/or market approach for cach reporting unit.
The market approach compares recent sales and offering prices of similar properties or businesses. The income
approach uses the subject property’s income generated over a specified time and capitalized a1 an appropriate
market rale to arrive at an indication of the most probable selling price. If actual market conditions are less
favorable than those projected by the industry or the Company or if an event occurs or circumstances change that
would, more likely than not, reduce the fair value of the Company’s FCC licenses or goodwill below the carrying
amounts of the respective reporting unit, the Company may be required 10 recognize impairment charges in
future periods, which could have a material impact on its consolidated financial condition and results of
operations.

On February 6, 2006, the Company entered into the Agreement and Plan of Merger. Subsequent to entering
into the Agreement and Plan of Merger, the operating results of the ABC Radio Business declined. The
Agreement and Plan of Merger was subsequently amended as of November 19, 2006. On June 12, 2007, the
Company completed the Merger. FCC licenses and goodwill, totaling approximatety $2.8 billion were recorded
as part of the preliminary purchase price allocation and represented a substantial portion of ABC Radio’s total
assets. The fair value of FCC licenses and goodwill associated with the ABC Radio Business is dependent on
both the future cash flows expected to be generated by the ABC Radio Business and other market conditions that
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impact the value a willing buyer would pay for such assets. Due to a continued deterioration in the radio
markelplace, the operating results of the ABC Radio Business and the Company’s stock price decline from the
date of the Merger through December 31, 2007, the Company reviewed the estimated fair value of the assets
acquired in connection with the Merger as of September 30, 2007, October |, 2007 (the Company’s annual
impairment testing date), and December 31, 2007. For the year ended December 31, 2007, the Company
recognized a non-cash impairment charge of $1,115.2 miltion, which is comprised of $347.8 millton in FCC
license impairment and $767.4 million in goodwill impatrment to reduce the carrying values 1o their estimated
fair values. If market conditions and operational performance of the respective reporting units within the ABC
Radio Business were to continue to deteriorate, or if facts and circumstances change that would more likely than
not reduce the estimated fair value of the FCC licenses and goodwill below their adjusted carrying amounts, the
Company may be required 1o recognize additional non-cash impairment charges in future periods, which could
have a material impact on the Company’s financial condition and resuits of operations.

As a result of the overall deterioration in the radio marketplace, the operating results of the Company’s other
radio stations and the decline in the Company’s stock price discussed above and certain reporting units being
more likely than not to be disposed, the Company conducted interim impairment tests for certain of its other
reporting units during the quarter ended September 30, 2007 and as of December 31, 2007, in addition to its
annual impairment test as of October |, 2007. As a result, the Company recorded a non-cash impairment charge
of $476.3 million during the year ended December 31, 2007, which is comprised of $156.9 million and $319.4
million of FCC licenses and goedwill, respectively, to reduce the carrying values to their estimated fair values. If
market conditions and operational performance of these respective reporting units were to continue (o deteriorate,
or if facts and circumstances change that would more likely than not reduce the estimated fair value of the FCC
licenses and goodwill for these reponting units below their adjusted carrying amounts, the Company may also be
required to recognize additional non-cash impairment charges in future periods, which could have a material
impact on the Company’s financial condition and results of operations.

During the year ended December 31, 2007, the Company also recognized a non-cash impairment charge of
$20.9 million to write down the carrying amounts to the estimated fair market value related to certain of the
eleven stations that were required 1o be transferred into u divestiture trust upon the closing of the Merger and
other rudio assets for which the Company had definitive sales agreements.

During the year ended December 31, 2006, the Company recorded a non-cash impairment charge of $174.0
million to reduce the carrying amounts of its FCC licenses and goodwill.

The changes in the carrying amounts of FCC licenses and goodwill for the years ended December 31, 2007
and 2006 are as follows: )

FCC
Licenses Goodwill
(in thousands)}

Balance January 1,2006 ... ... 51,464,191 $ 658,833

ACQUISIIONS ... it it e 15,425 631

Assel impairment and disposal charges ................... ... (152,311 (21,738)

Other .. e e — 16
Balance December 31,2006 . ... ... .. .. 1,327,305 637,742

ACQUISTHIONS .. ..ot aii e e e 1,412,000 1,401,548

Asset impairment and disposalcharges ................... ..., (523629  (1,087.643)

Dispositions .. ......... it e e (23,184) (4,816)

Station purchase price adjustment .. ............. e (70} 2089
Balance December 31,2007 ... ... i i e e $2,192422 § 948920




As discussed at Note 1, the Company completed the Merger on June 12, 2007. In connection with the
purchase price allocation, the Company has allocated $1,412.0 million to the value of the FCC licenses and has
preliminarily allocated approximately $1,401.5 miltion to the value of goodwill, which have been reduced by
non-cash impairment charges of $347.8 million and $767.4 million, respectively, during the year ended
December 31, 2007.

As discussed at Note 4, the Company adjusted the cstimated value of its uncertain tax positions associated
with prior acquisitions, and as a result, approximately $2.1 million was recorded as an increase in goodwill.

Definite-Lived Imangible Assets

In connection with the Merger, the Company has preliminarily allocated $81.2 million to customer
relationships that are being amortized in relation 10 the economic benefits of such asset over a total estimated
useful life of approximately seven years. Approximately $15.2 million of amortization expense was recognized
on the customer relationships intangible asset during the year ended December 31, 2007, Other definite-lived
intangible assets are included within other assets, net, in the accompanying consolidated balance sheets. The
amount of amortization expense for definite-lived intangible assets was $15.7 million and $1.2 million for the
years ended December 31, 2007 and 2006, respectively. See Note 3.

Other definite-lived intangible assets, excluding the customer relationships, arc a component of Other
Assets, Net, in the accompanying balance sheets and consisted of the following at December 3i:

2007 2006
(in thousands)
Other intangible assets, gross . .......... e e Teaan $7.291 $7520
Less accumulated amoOrtzZation .. ...\t rririenrntrarnentionnrrenrnons (4,961)  (5,363)
Otherintangible assets, NEL .. ..o oiv it i $2330 $2157

The Company estimates the following amount of amortization expense over the next five years related to the
total definite-lived intangible assets:

Amortization Expense

(in thousands}
2008 L e e i e $20,593
2009 e e 15,890
7.2 3 L0 P D 12,080
.20 1 1 8,621
1. 6,198
$63,382

Intangible assets reflected in the accompanying consolidated balance sheet as of December 31, 2007 reflect
the allocation to ABC Radio FCC licenses acquired in the Merger, for which the fair value determination is
complete as of December 31, 2007 and which are not subject to amortization, and a preliminary atlocation to
other ABC Radio intangible assets acquired, including goodwill, which is not subject to amortization, and
customer-related intangible assets that are being amortized in refation to the economic benefits of such asset over
a total estimated useful life of approximately seven years. The Company will finalize the determination of the
fair market value of the assets acquired and liabilities assumed in the Merger and the allocation of the purchase
price consideration by the second quarter of 2008. Pursuant to SFAS No. 141, other intangible asscts shall be
recognized if they (i) arise from contractual or other legal rights, regardless of whether those rights are
transferable or separable from the ABC Radio Business or from other rights and obligations, or (ii) can be
separated or divided from the ABC Radio Business and sold, transferred, licensed, rented, or exchanged,
regardless of whether there is an intent to do so. In addition, other intangible assets that may be recognized
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include trademarks and trade names, customer-related intangible assets, such as backlog, and contract-based
intangible assets, such as advertising contracts, affiliation agreements, lease agreements, or broadcast
programming rights. The Company will determine the final allocation of the purchase pricc based on the
estimated fair value of assets acquired and liabilities assumed as of the closing date of the Merger. Since the
other intangible assets discussed above are expected to have definite lives and would be subject to amortization,
amortization expense recognized in periods subsequent to the closing of the Merger is expected to increase,
which could have a material impact on the Company’s financial condition and results of operations after the
Merger. The Company estimates that for every $100 million of definite-lived intangible assets that are acquired,
amortization expense would increase by approximately $20 million to $33 million annually, and net income
would decrease by approximately $12 million to $20 million annually, based on estimated useful lives of such
intangibles of three to five years and the straight-line method of amortization. Every additional $100 million of
definite-lived intangible assets with useful lives similar to the customer-related intangible assets discussed at
Note 3 would be expectcd 1o increase amortiZation by approximately $29 million in the first twelve months after
acquisition.

7. Acquisitions and Dispositions
2007 Acquisitions and Dispesitions
Completed Acquisition

As discussed at Note 1, the Company completed the Merger on June 12, 2007. The FCC has determined that
the Merger results in a substantial change in control (as defined under the FCC's rules and policies), and as a
result, the Company was required to divest eleven stations that exceeded the applicable ownership limits, the
carrying value of which is immaterial. The Company assigned these stations o a trust immediately upon the
closing of the Merger.

Completed Dispositions

The Company completed the sale of the lthaca, NY and Spokane, WA markets during the year ended
December 31, 2007 for cash purchase prices of approximately $3.5 million and approximately $21.5 million,

respectively. The Company has also completed the sale of a station in each of the Charleston, §C and Tuscaloosa,

AL markets. In addition, the Company completed the sale of one station in the Portland, ME market that was
assigned to the divestiture trust.

On February, 12, 2008, the divestiture trust entered into an asset purchase agreement for the sale of another
station in the Ponrtland, ME markel.

In accordance with SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets, the
Company recognized a non-cash expense of approximately $20.9 million during the year ended December 31,
2007, which is presented as an asset impairment and disposal charge in the accompanying consolidated statement
of operations (o adjust certain of these assets’ carrying amounts to their estimated fair market value.

2006 Acquisitions
Completed Acquisitions T

During the year ended December 31, 2066. the Com'p'nny completed acquisitions of six radio stations for an
aggregale purchase price of approximmcly Y 8.5 million. )

Pursuant to SFAS No. 142, the accompanying consolidated balance sheels include the acquired assets and
liabilities and the accompanying consolidated statements of operations include the results of operations of the
acquired entities from their respective dates of acquisition. |
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For the completed acquisitions, the aggregate purchase price was allocated as follows, and the final

determination of the fair market value of assets acquired and liabilities assumed and final allocation of the
purchase price are reflected in 2007 balances:

Radio Station
Asset Description Acquisitions Assel lives

{in thousands)
Property and equipment, net ........... it $ 2,067 3 to 10 years
FCTTCBMSES ... i oeetniiien i innnrramcaaasetnannssrannns 15,425 non-amortizing
GoodWill ... i e s 631 non-amortizing
Other intangibles, net ....... ... i i e 332 6 to 84 months
L0117 V-1 (- S S 4
Lizbilities assumed . ......... 00 iiiiriner it (5)
Total aggregate purchase price .........covvvierei e en. $18,454

2005 Acquisitions and Dispositions

Completed Acquisitions

During the year ended December 31, 2005, the Company completed acquisitions, including the following:

+  Two radio stations in the Providence, Rl market for an aggregate cash purchase price of approximately

$14.7 million.

»  Six radio stations in the Tuscaloosa, AL market and one radio station in the Birmingham, AL market,
all of which had been operating under a local marketing agrecment since March 1, 2005, for an
aggregate cash purchase price of approximately $29.5 million.

For the completed acquisitions, the aggregate purchase price was allocated as follows, and the final
determination of the fair market value of assets acquired and liabilities assumed and final allocation of the

purchase price are reflected in 2007 balances:

Asset Description

Property and equipment,net . ..................
FCCHCENSeS ... v v it i vieietnenenne e

Other intangibles, net ...............viivy
Liabilites assumed .. ........coivririinvrean.

Total aggregate purchase price .. ...............

Completed Dispositions

Acquisition of
Tuscalooss/  Other Radio
Birmingham Station

Radio Stations  Acquisitions Total Asset lives
(in thousands)
$ 1,230 $ 473 3% 1,703 310 10 years
26,784 19,871 46,655 non-amortizing
918 75 993 non-amortizing
592 630 1,222 610 84 months
(5) (635) (640)

$29,519 $20,414  $49,933

During the year ended December 31, 2005, the Company sold six radio stations for an aggregate price of
approximately $12.8 million, including one of the stations that had been acquired in the Providence, Rl market.

Supplemental Pro Forma Information

See the pro forma information as it relates to the Merger at Note 3. Pro forma adjustments for other material
station dispositions during 2007 and 2006 are also reflected at Note 3.




8. Accounts Payable, Accrued Liabilities and Other Liabilitles

Accounts payable, accrued liabilities and other liabilities at December 31 consisted of the following:

2007 2006
{in thousands),

Accounts payable ... i e e $ 9,350 §11,278
Accrued compensation and related costs .......... ... 16,839 8,277
ACCTUEU INEIEST . L . v vttt e ettt a e et it r e aatn s e entnnen 3513 4,484
Payments receivedinadvance . . ... . ... .. i e 2,453 2,346
Accrual forrevenue sharing ........... .. o i 32,647
Accrual for acquisitionrelated Costs . ..... ... ... it e — 3,075
Accrual for stock repurchase transactions .. ... i iaeii e — 502
Accrual for network programming . ..........ccviivrerronrerernaan. s 5,168 —_
Ctheraccrued Habilities ... ... ettt i i . 42,593 10,677
Current maturities of long-term labiliies ............................. 1,501 107

5114064 840,746

9. Other Long-Term Liabilities

In the third quarter of 2004, the Company reached a settiement with its previous national representation firm
and entered into a long-term agreement with a new representation firm. Under the terms of the settlement, the
Company’s new representation firm settled the Company's obligations under the settlement agreement with the
previous representation firm and entered into a new long-term contract with the Company. The deferred amount
related to this contract is included in other long-term liabilities in the accompanying consolidated balance sheets.
The non-cash charge is being amortized over the life of the new contract, which expires on Sepiember 30, 2011.

10. Senior Debt

In connection with the Merger, as discussed a1 Note !, the Company entered into a senior credit and term
agreement that provides for $200 million in revolving loans through June 2013, $600 million term loans
maturing in June 2013 (“Tranche A Term Loans™), and $1,535 million term loans maturing in June 2014
(“Tranche B Term Loans”) (collectively, the “Senior Credit and Term Facility™). The Senior Credit and Term
Facility is guaranteed by the Company’s operating subsidiaries.

On June 12, 2007, the Company borrowed $600 million under the Tranche A Term Loans and
$1,535 million under the Tranche B Term Loans and used the proceeds to repay the outstanding balance and
accrued interest of approximately $402 million under the senior credit agreement that Citadel. Broadceasting
entered into in August 2004 that previously provided for $600 million in revolving loans through January 15,
2010 (the “Senior Credit Facility™) and the ABC Radio Debt plus accrued interest of approximately
$1,352 million. In addition, the Company used borrowings under the Senior Credit and Term Facility to fund the
Special Distribution of approximately $276.5 million paid to the Company's pre-merger stockholders, as further
discussed at Note 13, and the remaining proceeds were used 1o fund merger-related costs or retained by the
Compuny for working capital purposes. The Senior Credit Facnlny was repaid in full in connection with the
refinancing. . .




Principal on the Tranche A Term Loans is payable in consecutive quarterty installments on the last day of
each fiscal quarter commencing on September 30, 2010, with final maturity on June 12, 2013 as follows:

Payment Dates Payment Amount
(in thousands)
September 30, 2010, December 31, 2010, March 31, 2011, June 30,201t ......... $ 15,000
September 30, 2011, December 31, 2011, March 31, 2012, June 30,2012 ......... $ 22,500
September 30, 2012, December 31, 2012, March 31, 2013, June 12,2013 ......... $112,500

Principal on the Tranche B Term Loans is payable in 15 consecutive quarterly installments of approximately
$3.8 million, due on the last day of each fiscal quarter, commencing on September 30, 2010, with the final
maturity of $1,477.4 million on June 12, 2014,

The required aggregate principal payments for Tranche A and Tranche B Term Loans as of December 3L,
2007 are as follows:

Payment Amount

(in thousands)

. 1, 1S $ —_

7.1 1, —
. 0 ) 1 0 U G 37,675
.20 3 AU AU P 50,350
1 ) . TR 285,350
07 £ £ SR M 1,721,625
$2,135,000

At the Company’s election, interest on outstanding principal for the revolving loans and Tranche A Loans
acerues at a rate based on either: (a) the greater of {1) the Prime Rate in effect; or (2) the Federal Funds Rate plus
0.50% plus, in each case, a spread that ranges from 0.00% to 0.50%, depending on the Company’s leverage ratio;
or (b) the Eurodollar rate plus a spread that ranges from 0.75% to 1.50%, depending on the Company's leverage
ratio.

For the outstanding principal for Tranche B Term Loans, the Company may elect interest to accrue at a rate
based on either: (a) the greater of (1) the Prime Rate in effect; or (2) the Federal Funds Rate plus 0.50% plus, in
cach case, a spread that ranges from 0.50% to 0.75%, depending on the Company’s leverage ratio; or (b) the
Eurodollar rate plus a spread that ranges from 1.50% to 1.75%, depending on the Company’s leverage ratio.

Below is a table that sets forth the rates and the amounts borrowed under the Company's Senior Credit and
Term Facility as of December 31, 2007 and Citade] Broadcasting’s Senior Credit Facility as of December 31,

2006:
December 31, 2007 December 31, 2006
' Amount of Amount of
Type of Borrowing ' Borrowing Interest Rate Borrowing Interest Rate
(in thousands) {in thousands)
Tranche ATermbLoans ............c0vevvivreen. $ 600000 6331w0670% $§ — —
Tranche BTermLoans . .................. .. ... 1,535,000 6.46106.83% — —
Senior Credit Facility ..............cooooiivnat, —_ — 401,000 ' 6.10t06.12%

As of December 31, 2007, the Company had $198.6 million available in revolving loan commitments under
the Senior Credit and Term Facility.

‘, The Company's operating subsidiaries guarantee the Senior Credit and Term Facility, and substantially all
assets of the Company are pledged as security.
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The Company’s Senior Credit and Term Facility contains customary restrictive non-financial covenants,
which, among other things, and with certain exceptions, prohibit fundamental changes and limit its ability to
incur additional indebtedness, liens and contingent obligations, enter into transactions with affiliates, sell assets,
declare or pay dividends, repurchase shares of common stock of the Company, enter into sale and leaseback
transactions, or make investments, loans and advancements. The Company’s Senior Credit and Term Facility
also contains covenants related to the satisfaction of a consolidated maximum net leverage ratio, as more fully
described therein, which is 8.5 10 1.0 through September 30, 2008, 7.75 to 1.0 through September 30, 2009, 7.25
to 1.0 through September 30, 2010 and 6.75 to 1.0 thereafter. The Company was in compliance with its
non-financial covenants and financial covenant as of December 31, 2007. See additional discussion at Note 11.

11. Cenvertible Subordinated Notes

On February 18, 2004, the Company sold $330.0 million principal amount of convertible subordinated
notes. The convertible subordinated notes are due in February of 2011 and bear interest at a rate of 1.875% per
annum, payable February 15 and August 15 each year. Holders may convert these notes into common stock at an
initial conversion rate of 39,2157 shares of common stock per $1,000 principal amount of notes, equal to a
conversion price of $25.50 per share. Pursuant to the terms of the indenture governing the convertible
subordinated notes, the initial conversion price was adjusted to be $25.16 per share of our common stock,
effective immediately afier November 30, 20085, as a result of the declared dividend to stockholders of record on
November 30, 2005 on the common stock in the amount of $0.18 per share. As permitted under the indenture, no
adjustment was made with respect to any subsequent dividends declared, since, in lieu of such adjustment,
holders of the convertible notes will be entitled to the dividend amount upon conversion.

The Company has valued its obligation to settle dividends in cash upon conversion of its convertible
subordinated notes, if any, in accordance with EITF 00-19 and SFAS No. 133, This derivative financial
instrument was initially measured at its estimated fair value using the Black-Scholes option pricing model and
was recorded as a liability and a discount on the convertible subordinated notes. The initial discount is being
amortized over the remaining term of the notes. At each subsequent reporting date, the Company measures the .
estimated fair value of the derivative financia) instrument, and any increase or decrease in the estimated fair
value of the derivative liability is recognized immediately in earnings, The Company measured the fair value of
the option using the following assumptions; (1) February 15, 2011 as the expiration of the instrument, (2) 5% as
the risk-free rate of return, (3) the Company’s current common stock price as of last trading date in the quarter,
and (4) estimated volatility of the Company's common stock price during the expected term, which was
measured based on several factors, including the limited history of its stock price and the deep out-of-the-money
conversion price. Significant changes in these assumptioris may significantly affect the Company’s financial
condition and results of operations. The derivative liability estimated fair value of $1,000 is classified as a
noncurrent liability based on the expected malurity date of the convertible subordinated notes.

‘The Company may redeem the notes at any time prior to maturity if the closing price of the Company’s
cormmon stock has exceeded 150% of the conversion price then in effect for at least 20 trading days within a
period of 30 consecutive trading days. Upon such a redemption, an additional payment would be due to the
holders. Holders may require the Company to repurchase all or part of their notes at par plus accrued interest
upon the occurrence of a fundamental change (as defined in the indenture governing the terms of the convertible
subordinated notes).

On February 21, 2006, the Company received a letter from an attomey claiming to represent holders of more
than $109 million of the principal amount of the Company’s 1.875% convertible subordinated notes due 2011
(the “Notes™) that purported 1o be a notice of default under the indenture governing the Notes. The letter alleges
that events of default have arisen and continue to arise (i} from the ABC-Radio Merger Agreement, (ji) from
other agreements relating to the Merger and (iii) the actions contemplated therein (collectively the
“Transactions™). Specifically, the letter alleges that the Transactions will or do constitute a fundamental change
under the indenture. On April 24, 2006, the Company received a second letter from the same attorney claiming
that the Company failed 1o cure the alleged defaults during the more than 60 days that elapsed since the
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Company's receipt of the first letter. The second letter alleges that as a result, an event of default has occurred
and is continuing under the indenture. The second letter also purports to declare the principal amount of the
Nolgs, and the accrued and unpaid interest thereon, due and payable immediately. The Company continues 1o
believe that none of the Transactions will or do constitute a fundamemal change under the indenture. Therefore,
the Company does not believe that any event of default, as defined in the indenture, has occurred or is continuing
and does not believe that any holders have a right to declare obligations under the Notes due and payable.

On July 17, 2006, the Company filed a complaint against certain of the holders of Notes in the Supreme
Court for the State of New York seeking a judgment declaring that the Transactions do not constitute a
fundamental change for purposes of the indenture. On January 5, 2007, Wilmington Trust Company, the trusiee
under the indenture (the “Trustee”), filed a motion to intervene as a defendant and counter-claim plaintiff in the
action. On March 1, 2007, the judge granted Wilmington Trust Company’s motion to intervene as the defendant
in the action and dismissed the individual defendants from the action. The Company filed an amended complaint
on March 8, 2007 against the Trustee as the defendant in the action. Wilmington Trust Company served countet-
claims against the Company ‘on March 15, 2007. Discovery in this action was completed, and both parties filed
motions for summary judgment with the Supreme Court for the State of New York, which were argued on
November 8, 2007.

On February {2, 2008, the Company disclosed that the Company, the Trustce, and holders of a majority in
principal amount of the cutstanding Notes (the “Majerity Noteholders”) had reached an agreement in principle
(the “Settlement Agreement’™) that would, when and if final, result in the settlement and dismissal of the
Company’s litigation relating to the indenture and the Notes. In connection with this settlement process, the
Company and the Trustee requested that the Supreme Court for the State of New York withhold its ruling on
dispositive motions relating to the matter. Material terms of the Settlement Agreement include, among others:

(1) the Majority Noteholders would (i) waive any alleged past and existing defaults and their consequences
related to the Transactions, (ii) rescind any acceleration and its consequences related to the Transactions and
(iii) agree 10 irrevocably tender their Notes in connection with a tender and exchange offer by the Company for
all of the outstanding Notes;

(2) the indenture would be amended to confirm that the Transactions did not result in a “fundamental
change”; and

(3) the Company would commence a $55 million pro rata cash tender for the Notes at a price of $900 per
$1,000 principal amount of Notes and an exchange offer for the remaining Notes for amended and restated
convertible subordinated notes with increased interest rates and specifically negotiated redemption terms
{("Amended Notes™) as soon as reasonably practicable, but not later (subject to certain exceptions) than 60 days
after the later of (a) the signing of the Settlement Agreement, (b) the filing of the stipulation of discontinuance,
(c) the receipt of consent of TWDC (described in more detail below), and (d) confirmation establishing the
Majority Noteholders as holders of & majority of principal amount of the Notes. The Amended Notes would have
the following imerest terms: (1) interest on the Amended Notes would initially be payable at an annual rate of
4%, on a basis that is effective retroactively from January 1, 2008; (2} if as of December 31, 2008 the aggregate
principal amount of the remaining cutstanding Amended Notes is greater than $165 million, then (i) the annual
interest rate on the Amended Notes then outstanding would increase by 2% (i.c., to a rate of 6%) retroactively
from January 1, 2008 and (ii) at all times from and after January 1, 2009, the annual rate on any Amended Notes
outstanding would be changed to a rate that would make the holders of Amended Notes whole for any discount at
which the Amended Notes are then trading (i.e., make Amended Notes trade at par); and (3) if as of
December 31, 2008 the aggregate principal amount of the remaining outstanding Amended Notes is less than or
equal to $165 million, then (i) on January 1, 2009, the annual interest rate on all Amended Notes that are
outstanding as of such date would be changed to 8%, which increase shall be effective throngh December 31,
2009 and (ii) on January 1, 2010, the annual interest rate on all Amended Notes that are outstanding as of such
date would be changed to a rate that would make the holders of Amended Notes whole for any discount at which
the Amended Notes are then trading (i-c., make Amended Notes trade at par).
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Under the Tax Sharing and Indemnification Agreement, dated June 12, 2007, by and among the Company,
Alphabet Acquisition Corp., formerly known as ABC Radio Holdings, Inc., and TWDC, the Company is required
to obtain the consent of TWDC prior 10 entering into the Settlement Agreement and the Lransactions -
contemplated by the Setilement Agreement. Therefore, the Company is currently seeking TWDC's consent to 1hc
Setilement Agreement and the transactions contemplated by Settlement Agreement; however, there can be no
assurance that we will be able to obtain their consent under the Tax Sharing and Indemnification Agreement. The
parties are not currently bound to enter into the Setilement Agreement or to complete the transactions
contemplated by the Settlement Agreement, and the Company canntot assure you that the Setilement Agreement
will be executed or that such transactions contemplated therein will be completed.

12. Interest Rate Swap

In June 2007, the Company entered into an interest rate swap agreement. The agreement is an amortizing
swap agreement through Scptember 2012 with an initial notional amount of $1,067.5 million on which the
Company pays a fixed rate of 5.394% and receives a variable rate from the counterparty based on a three-month
London Imerbank Offered Rate, for which measurement and settlement is performed quarterly. This agreement is
used to manage the Company's exposure to the variability of future cash flows refated to certain of its floating
rale interest obligations that may result due to changes in interest rates, and the Company has designated the
swap as a cash flow hedge in accordance with SFAS No. 133. The counterparty to this interest rate swap
agreement is a major financial institution, and the Company does not anticipate nonperformance by this
counterparty. Changes in the fair value of the interest rate swap that arc cffective are recorded in accumulated
other comprehensive income (loss) within the accompanying consolidated statement of stockholders’ equity.
There was no ineffective portion of the swap during the year ended December 31, 2007. As of December 31,
2007, the fair value of the swap is estimated 1o be a liability of approximately $50.2 million and is classified as
noncurrent, and the change in fair value for the year ended December 31, 2007 was $50.2 million.

13. Stockholders’ Equity
Common and Preferred Stock

Citadel Broadcasting Corporation was incorporated in Delaware in 1993 and was initially capitalized by
partnerships affiliated with FL&Co. in connection with a leveraged buyoul transaction. The Company’s initial
public offering registration statement with the Securities and Exchange Commission was declared effective on
July 31, 2003, and the Company issued 25.3 million shares, and on February 18, 2004, the Company sold an
additional 9,630,000 shares, and certain stockholders sold 20,000,000 shares, of the Company’s common stock.

As further discussed at Note 1, the Company issued 151,707,512.shares of its common slock to TWDC’s
stockholders in connection with the Merger,

Stock Repurchase Plan

On June 29, 2004 and November 3, 2004, the Company's board of directors authorized the Company to
repurchase up to $100.0 miilion and $300.0 million, respectively, of shares of its outstanding common stock. As
of December 31, 2007, the Company had repurchased approximately 26.2 million shares of common stock for an
aggregate amount of approximately $337.6 million under these repurchase programs. In addition, the Company
has acquired approximately 0.9 million shares of common stock for approximately $8.9 million during the year
ended December 31, 2007, primarily through transactions related o the vesting of previously awarded nonvested
shares of common stock. Upon vesting, the Company withheld shares of stock in an amount sufficient 1o pay the
employee’s minimum statutory tax withholding rates required by the relevant tax authorities. These shares do not
reduce the amounts authorized under the Company's repurchase programs discussed above. However, as a result
of the Tax Sharing and Indemnification Agreement and the Merger, the Company may only repurchase
additional shares under very limited circumstances. As of December 31, 2007, net of shares held in treasury, the
Company had 263,891,162 shares of common stock outstanding.
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Dividends

Beginning in October 2005, the Company’s board of directors declared a quarterly dividend to holders of
common stock of the Company. The following table sets forth the cash dividends paid in 2007 and 2006.

Declared Date Record Date Payment Date Dividend Per Share
October 5, 2005 November 30, 2005 January 18, 2006 $0.18
January 31, 2006 March 30, 2006 April 18, 2006 0.18

May 31, 2006 June 30, 2006 July 18, 2006 0.18
August 1, 2006 October 5, 2006 October 20, 2006 0.18
January 29, 2007 February 12, 2007 February 27, 2007 0.18

For the years ended December 31, 2007 and 2006, the Company paid dividends of $20.4 million and $82.7
million, or $0.18 per share and $0.72 per share, respectively.

Special Distribution

Pursuant 1o the ABC Radio Merger Agreement, immediately prior to the closing of the Merger, the
Company also declared a Special Distribution of $276.5 miilion, or $2.4631 per share, payable immediately prior
to the closing of the Merger to holders of the Company's common stock of record on June 8, 2007. The amount
of the distribution was determined based on the market price of the Company’s common stock over a
measurement period ending prior to the closing and the number of shares of the Company’s common stock
deemed to be outstanding for such purposes. This Special Distribution is nonrecurring.

14. Stock-Based Compensation
Adoption of SFAS Neo. 123R

Effective January 1, 2006, the Company adopted SFAS No. 123R, Share-Based Payment, which requires
the cost of all share-based payments to employees, including grants of employee stock options, to be recognized
in the financial statemenis based on their fair values measured at the grant date, or the date of later modification,
over the requisite service period. SFAS No. 123R also requires companies, when recording compensation cost
for equity awards, to estimate at the date of grant the number of equity awards granted that are expected to be
forfeited and to subsequently adjust the estimated forfeitures Lo reflect actua) forfeitures.

Generally for tax purposes, the Company is expected to be entitled to a tax deduction, subject to certain
limitations, based on the fair value of the underlying equity award when the restrictions lapse or stock options are
exercised. When the Company determines that an equity award is more likely than not to be deductible for tax
purposes, the cumulative compensation cost recognized for equity awards pursuant to SFAS No. 123R and
amounts that ultimately will be deductible for tax purposes are temporary differences as prescribed by SFAS
No. 109, Accounting for Income Taxes. The tax effect of compensation deductions for tax purposes in excess of
compensation cost recognized in the financial statements, if any, will be recorded as an increase in stockholders’
additional paid-in capital when realized. A deferred 1ax asset recorded for compensation cost recognized in the
financial statements that exceeds the amount that is ultimately realized on the tax return, if any, will be charged
to income tax expense when the restrictions lapse or stock options are exercised or expire unless the Company
has an available additional paid-in capital pool (as defined pursuant to SFAS No. 123R). The Company is
required to assess whether there is an available additional paid-in capital pool when the restrictions lapse or stock
options are exercised or expire. As of December 31, 2007, the underlying fair value of equity awards since the
date of grant has declined in value, and the Company does not have an available additional paid-in capital pool.
Accordingly, absent a subsequent recovery of the underlying fair value of the equity awards, when the
restrictions lapse or the stock options are exercised or expire, the Company may be required to immediately
recognize a non-cash write down of the corresponding deferred tax asset, which may be material to the
consolidated results of operations.
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Long-Term Incentive Plans
Citadel Broadcasting Corporation Amended and Restated 2002 Stock Option and Award Plan

Stock options are generally granted under the Citadel Broadcasting Corporation Amended and Reslated
2002 Stock Option and Award Plan (the “2002 Long-Term Incentive Plan™) with an exercise price equal to the
underlying common stock'’s fair market value at the date of grant. The stock options granted generally vest
ratably over a four-year period commencing one year after the date of grant and expire on the earlier of 10 years
from the date of grant or 60 days subsequent to the termination of employment or service as a director or
independent contractor. The fair value of options granted was estimated on the date of grant using the Black-
Scholes option-pricing model with the following assumptions for the year ended December 31, 2007 risk-free
interest rate of approximately 5%; dividend yield of approximately 3%; expected life of approximately six years;
and volatility of approximately 27%. The fair value of options granted was estimated on the date of grant using
the Black-Scholes option-pricing model with the following assumptions for the year ended December 31, 2006:
risk-free interest rate of approximately 5%; dividend yield of approximately 7%: expected life of approximately
six years; and volatility of approximately 27%. The fair value of options granted was estimated on the date of
grant using the Black-Scholes option-pricing model with the following assumptions for the year ended
December 31, 2005: risk-free interest rate of approximately 4%; dividend yield of zero; expected life of
approximately six years; and volatility of approximately 29%.

On March 16, 2006, the compensation committee of the Company's board of directors approved (i) the
modification of 1,250,000 shares of nonvested stock, originally granted on September 20, 2005 to a senior
executive officer of the Company, to subject them to additional criteria based on the Company’s attainment of
certain revenue-related performance objectives and to extend the applicable vesting dales, (ii) the issuance of
1,281,994 nonvested performance-vesting shares to certain of the Company’s senior executive officers, which are
also subject to the Company’s attainment of certain revenue-related performance objectives and the continued
employment of the individuals, and (iii) the cancellation of fully vested options 1o purchase 4,150,000 shares of
common stock of the Company that had been granted to a senior executive officer of the Company in March
2002 at an exercise price of $3.50 per share and their replacement with 2,868,006 fully vested stock units with
deferred distribution dates (the “Undelivered Shares™). The incremental pre-tax fair value of approximately $0.2
million, measured pursuant to SFAS No. 123R, attributed 1o the exchange of awards related to the Undelivered
Shares was determined based on the market price of the underlying stock at the date of grant and was recognized
as compensation cost immediately on the date of modification. The Company obtained stockholder approval for
these items at the annual meeting of stockholders held on May 24, 2006.

In December 2006, the compensation committee approved a payment to a senior executive officer of the
Company for the tax differential between ordinary income and dividend income tax rates during the years ended
December 31, 2006 and 2007 and for the year ending December 31, 2008, in respect of dividends and
distributions, if any, the senior executive officer receives in respect of any nonvested portion of the performance-
vesting shares granted as of March 16, 2006 and any Undelivered Shares that have not yet been distributed. At
the Company’s discretion, such payments can be paid in cash or additional shares of common stock of the
Company. During the year ended December 31, 2007, the Company paid approximately $1.8 million in cash and
$1.1 million in shares of common stock of the Company for this tax differential payment. The remaining
payments in 2008, if any, are to be calculated as the product of 0.3738 and the aggregate amount of any such
dividends and distributions received in respect of any of the remaining nonvested portion of certain of the
performance-vesting shares granted as of March 16, 2006 and any Undelivered Shares that have not yet been
distributed.

As of December 31, 2007, unrecognized pre-lax compensation cost related to the nonvesied performance-
vesting shares was approximately $4.9 million, and will be expensed, if it is probable that the performance
objectives are expected to be achieved, over a weighted average period of less than one year. Unrecognized
pre-tax compensation cost related to nonvested time-vesting arrangements and nonvested stock options of the
Company as of December 31, 2007 was $6.6 million, the majority of which is expected to be recognized in 2008.
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In May 2007, the Company, with the approval of its stockholders, (i) approved the material terms of the
performance objectives that may apply to performance-based awards under the 2002 Long-Term Incentive Plan,
and (ii) authorized the issuance of 8.0 million shares of common stock, in addition to the previously authorized
10.0 million shares of common stock, for issuance under the 2002 Long-Term Incentive Plan.

Conversion of ABC Radio Awards’

In accordance with the terms of the ABC Radio Merger Agreement, each restricted stock unit or option to
acquire shares of TWDC common stock (“TWDC RSU” or “TWDC Option™) that was outstanding under The
Walt Disney Company Amended and Restated 1995 Stock Incentive Plan and The Walt Disney Company
Amended and Restated 2005 Stock Incentive Plan (collectively, the “TWDC Plans”) immediately before the
effective time of the Mcrger and held by an employee of ABC Radio who became an employee of the Company
after the Merger and who chose to have his or her TWDC RSU or TWDC Option assumed by the Company was
adjusted so that immediately after the effective time of the Merger, each such employee held a restricted stock
unit with respect to, or an option to purchase, Company common stock. The number of shares of common stock
of the Company underlying the converted options and restricted stock units, as well as the exercise price of the
converted TWDC Options, was determined based on a ratio of TWDC's and the Company’s closing stock prices
as set forth in the ABC Radio Merger Agreement. As of June 12, 2007, certain transferred employees of ABC
Radio who held TWDC Options or TWDC RSUs elected to convert such options and restricted stock units in
connection with the Merger. TWDC Options and TWDC RSUs have been converted into options 10 purchase
approximately 9.2 million shares of the Company’s common stock and restricted stock units relating to
approximately 3.2 million shares of the Company’s common stock.

In accordance with SFAS No. 123R and related guidance, vested stock options or awards issued by an
acquirer in exchange for outstanding awards held by employees of the acquiree, as well as the value of nonvested
stock options or awards to the extent that the employee has provided service towards vesting, are considered to
be part of the purchase price paid by the acquirer for the acquirce. Based on the application of the underlying
guidance, the Company recognized additional purchase price consideration in the form of the aggregate fair valuc
attributed to the conversion of the TWDC Options and TWDC RSUs of approximately $17.9 million.

Each Company option and restricted stock unit resulting from this conversion has substantially the same
terms and conditions as the corresponding TWDC Option and TWDC RSU had in effect at the effective time of
the Merger, including vesting and term of exercise, except that references to TWDC have been changed to refer
to the Company and the exercise price per share of each TWDC Option was converted 10 an equivalent exercise
price per share of the Company’s common stock through the application of the option ratio as defined in the ABC
Radio Merger Agreement. The fair value of options assumed was estimated using the Black-Scholes option-
pricing model with the following assumpiions: risk-free interest rate of approximately 5%; dividend yield of
approximately 5%; expected life of up to approximately five years, which was determined based on the
remaining term of each converted grant; and volatility of approximately 27%.

As a result of the assumption of equity awards underlying the converted TWDC Options and TWDC RSUs,
the Company recognized compensation expense of $5.1 million for the period from June 12, 2007 to
December 31, 2007. As of December 31, 2007, unrecognized compensation expense related to the nonvested
portion of the converted TWDC Options and TWDC RSUs was approximately $12.9 million and is expected 10
be recognized over a weighted-average period of approximalely 2.1 years.

On July 17, 2007, the Company registered 15.0 million shares of common stock, representing the shares of

common stock subject to issuance upon (i) the exercise of the converied TWDC Options or (ji) the vesting of
converted TWDC RSUs that had been outstanding under the TWDC Plans.
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Disclosures—Al Plans

Total stock-based compensation expense recognized under SFAS No. 123R was $23.3 million on a pre-tax
basis, or $(0.11), net of tax, per basic share for the year ended December 31, 2007. The associated tax benefit for
the year ended December 31, 2007 was $1.8 million. The expense for the year ended December 31, 2007
includes a $3.1 million non-cash write down of the Company’s deferred tax asset for the excess of stock-based
compensation expense recorded over the amount of such compensation costs deductible for income tax purposes
upon vesting of these stock-based awards. Total stock-based compensation expense for the year ended
December 31, 2006 was $17.4 million on a pre-tax basis, with an associated tax bencfit of $3.8 million, or
$(0.12), net of ax, per basic share. Total stock-based compensation expense for the year ended December 31,
2005 was $3.4 million on a pre-tax basis, with an associated tax benefit of $1.4 million, or ${0.02), net of tax, per
basic share.

As of December 31, 2007, the total number of shares of common stock that remain authorized, reserved, and
available for issuance under all plans was approximately 2.9 million, not including shares underlying
outstanding grants.

The following table summarizes stock option activity for the Company for the year ended December 31,
2007:

Weighted-
Average
Remaining  Aggregate
Weighted-  Contractual  Intrinsic
Options Average Term Value (in
(in thousands) Exercise Price  (in years)  thousands)
Options of Common Stock
Outstanding at January 1,2007 ........ ..ol 4379 $15.86
Granted ... ottt 542 7.02
ASSUMEd ... e e 0.198 537
EXercised .. ..ot e e s — -
Forfeited ....... ... e, (494) 10.09
Cancelledormodified ... ....... ..ot iiiiainn. (413) 15.49
Outstanding at December 31,2007 ................. o 13,212 8.42 54 $105
Vested or expected to vest at December 31,2007 ........ 12,139 8.66 5.2 97
Exercisable at December 31,2007 .................... 5222 $11.31 2.8 $ 97

The weighted average grant-date fair value of options granted and assumed during the year ended
December 31, 2007, 2006 and 2005 is $1.19, $1.28 and $5.12 per share, respectively. No options were exercised
during the years ended December 31, 2007, 2006 and 2005.

Activity related 1o shares of nonvested stock is summarized as follows:

Number of Welghted-
Nonvested Average
Share Awards Grant Date
(in thousands) Fair Value
Shares of Nonvested Common Stock Awards
Nonvested awards at January 1,2007 ......... ..o iiiiiiiiiienn, 2,906 $11.96
Granted . ...t e e e e T 727 9.53
Awards vested ... .. et (1,594) 12.24
1202 13 10y A {67) 9.64
Nonvested awards at December 31,2007 ......... .. oo, 1,972 $10.92




Number of Weighted-
Nonvested Average
Share Awards  Granl Date
(in thousandy) Fair Value

Shares of Nonvested Common Stock Units

Nonvested awards at January 1;2007 ... it . — $—

ASSUMEE . . .o ittt e ie e i . 3,171 550
Awards vested .. .. ... ...t e — —_
FOMEHEA - .o e een e e e et en e e 33 5.90

Nonvested awards at December 31,2007 .. ... v 138 $5.90

The total fair value of awards of nonvested shares of common stock that vested during the year ended
December 31, 2007 was $19.5 million. No nonvested shares of common stock vested during the years ended

December 3t, 2006 and 2003.

15. Supplementa) Financial Information

A summary of additions and deductions related to the allowance for doubtful accounts for the years ended
December 31, 2007, 2006 and 2003 is as follows:

Balance at . Balance at
Beginning End of
of Period  Additions Deductions Period
(in thousands)
Yearended December 31,2005 .. ... .. . i $3.377  $2,641 $(3.101) %2917
Year ended December 31,2006 ............... e 2917 3,872 (4,332) 2,457
Year ended December 31,2007 ... ..o i i 2,457 8,551 (2,944) 8,064

Included in additions for the year ended December 31, 2007 is $4.6 miilion related to the accounts
receivable acquired in connection with the Merger.

16. Fair Value of Financial Instruments

The following summary presents a description of the methodologies and assumptions used to determine the
estimated fair values for the Company’s financial instruments as required by SFAS No. 107, Disclosures about
Fair Value of Financial Instruments.

The Company’s significant financial instruments and the methods used to estimate their fair values are as
follows:

. 14 “
Cash Equivalents, Accounts Receivable, Accounts Payable and Accrued Liabilities: The carrying
amount is assumed 1o be the fair value because of the liguidity or short-term maturity of these instrurents.

Debr: Based on average trading prices a1 December 31, 2007, the estimated fair value of the
Company's Tranche A Term Loans and Tranche B Term Loans was approximately $1,942.9 million as of
December 31, 2007 compared to the Company's carrying value of $2,135.0 million.

Convertible Subordinated Notes: Based on a model that tzkes into account various factors, the
estimated fair value of the Company's convestible subordinated notes at December 31, 2007 and 2006 was
$267.3 million and $273.9 million, respectively, compared to the Company’s camying value of $330.0
million.

Other Long-Term Liabilities: The terms of the Company’s other long-term liabilities approximate the

terms in the marketplace at which they could be replaced. Therefore, the fair value approximates the
carrying value of these financial instruments. ‘
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17. Related Party Transactions

The Company reimburses FL&Co, and its affiliates for expenses paid on the Company’s behalf and receives
reimbursements from FL&Co. for expenses paid by the Company ob its behalf, including travel and related
expenses, and office and other misceltaneous expenses. During the years ended December 31, 2007, 2006 and
20035, the Company reimbursed FL&Co. and its affiliates a net amount of approximately $1.7 million, $1.9
million, and $2.2 million, respectively. FL&Co. also provided use of office space to certain of the Company's
executive officers and employees at no cost through April 2007, at which time the Company cnlered inmo a lease
for office space with a third party.

FL Aviation Corp., an affiliate of FL&Co., operates and maintains the Company’s corporate aircrafi at cost.
In connection therewith, the Company reimburses all costs incurred by FL. Aviation Corp. in operating the
aircraft, and amounts related to these reimbursements are included in the annual amounts above.

18. Reportable Segments

With the closing of the Merger as discussed at Note 1, the Company now operates two reportable segments,
Radio Markets and Radio Network, as there is discrete financial information available for each segmeni and the
segment operating results are reviewed by the chief operating decision maker. The Radio Markets' revenue is
primarily derived from the sale of broadcasting time to local, regional and national advertisers. Revenues for the
Radio Network are generated primarily through national advertising. The Company presents operating (loss)
income adjusted to exclude depreciation and amortization, corporate general and administrative expenses, and
other, net, (“Segment OIBDA"™) as the primary measure of profit and loss for its operating segments in
accordance with SFAS No. 131, The Company believes the presentation of Segment OIBDA is relevant and
useful for investors because it allows investors to view segment performance in a manner similar to a primary
method used by the Company’s management and enhances their ability to understand the Company’s operating
performance.

Yesr Ended December M,
2007 2006 2005
(in thousands)

Net revenues:

RadioMarkets . .. ... . i i e $ 615056 $432930 $419,907

Radio Network .. ...uiiiiiiiininn i e caananan 109,132 — —_
el VeSS . ...ttt e e § 724,188 $432,930 $419.907
Intersegment revenues:

Radio Markels . .. ...t ettt ceecanaaenes $ (4431) % - 5 -

RadioNetwork ....... ... .. o i i —_ — _—
Total intersegment FEVENUES . . ... ..o uvveennenneeriaannennannnn $ @438 — § —
I [ T $ 719,757 $432,930 3419907
Segment OIBDA: '

Radio Markets, exclusive of related asset |mpa|rment and disposal

charges shown separately below . ........ ... ... ...... $ 250,062 § 184,834 SL1B0O746

RadioNetwork ...... ... i i e, 18,031 —_ —_

Radio Markets asset impairment and disposal charges ............ (844,976) (174,049) —

ABC Radio—unallocated asset impairment (see Note 6) .......... (767,467 — —_

Corporate general and administrative . ......................... (44,642) (30,287) (15,363)

Depreciation and amortization ..o, (30,678)  (16,740) (22,346)

17T S T 3,900 1,026 353
Total operating (10Ss) inCOME .. .. ... ... . i innes (1,415,770)  (35,216) 143,390

Interest exXpense, NEt ... ... .ot i 100,741 32911 21,137

Write off of deferred financing costs upon extinguishment of debt . . . 555 — —
{Loss) income before incometaxes ...........00iiiiiinneianen., (1,517,066) (68,127) 122,253
Income tax (benefity expense ... .....ooiiiiiiiiiinna, e (231,830) (20,113) 52,496
Nt (1088) IRCOME ... ettt e ettt e iiaa s $(1,285,236) $ (48,014) § 69,757




Year Ended December 31,

2007 2006 2005
. . (in thousands)

Operating (loss) income:

Radio Markets, exclusive of related asset impairment and disposal

charges shown separately below . ........... ... $ 220,698 $ 168,094 $158,400

RadioO INEIWOTK ... ie i reee e atan et saaanans 16,717 — —

Radio Markets asset impairment and disposal charges ............ (844,976) (174,049) —_

ABC Radio—unallocated asset impairment (see Note6) .......... v {167,467) —_ —_

Corporate general and administrative ... . {44,642) (30,287) (15,363)

(01131 o0 - E 3,900 1,026 353
Total operating (I0SS) iNCOME .. .. ..vvvorer vt aranes $(1,415,770) $ (35,216) $143,3%0
Segment depreciation and amortization: _

RadioMarkets . ................. S $ 29364 § 16,740 $ 22,346

Radio NEIWOTK ... ..ottt i et raa i riaarnsss 1,314 —_ —
Total segment depreciation and amortization . . ...........ovviiiennn. $ 130678 $ 16740 § 22,346
Assel impairment and disposal charges:

Radio Markets . .. .......ooieinrriiannnen s oianas $ 844976 $174049 $ —

Radio NetworKk ... ..o iviiir it ieitan i arannananasss — — —_

ABC Radio—unallocated asset impairment {see Note 6) .......... 767,467 — o
Total asset impairment and disposal charges ..................... .. $1612443 5174049 8 —
Segment stock-based compensation expense:

Radio Markets ... ... AP APIPE $ 713§ 41719 §  —

RadioNEIWOTK .. it it it en e tian et e nrsaanenis " 1,729 —_ —_
Total segment stock-based compensation €Xpense ................ ... $ 7442 § 4179 § —

The allocation of the purchase price of ABC Radio to assets acquired and liabilities assumed is based on a
preliminary determination as of December 31, 2007, except for the allocation to ABC Radio FCC licenses
acquired in the Merger, for which the fair value determination is complete as of December 31, 2007.
Accordingly, corporate and other identifiable assets includes the $634.1 million of goodwill related 1o ABC
Radio that has not yet been allocated to the operating segments and other assets held at the parent level. See
Notes 3 and 6 for further discussion.

Year Ended December 31,

2007 2006
(in thousands)
Identifiable assets:
RAGIOMArKeLS .. v v vt e e rnn st in i annr it nraarans $3.021,744  $2,168,015
RAdio NetwWork ..o oottt eee bt aiaernanasa e " 90,823 —
Comporate and other .. ... .. .o irennrnnrai e 730,868 4,68)
TOMAl BSSEIS .+ v v v v v ee s e eae e ve s emsatnes st s sanneaneeeriesons $3843435 $2,173,696

19. Commitments and Contingencies

As described at Note 1, on June 12, 2007, the Company completed the Merger. Pursuant to and subject to
the terms and conditions contained in the ABC Radio Merger Agreement, the Company combined its busintss
with the ABC Radio Business, which includes 22 radio stations and the Radio Network. Immediately prior to the
Merger on June 12, 2007, TWDC distributed ownership of ABC Radio to TWDC's stockholders in a spin-off
transaction. : :

The Company has incurred and may continue to incur significant costs and expenses in connection with the
integration of the ABC Radio Business. See Note 3 for further discussion of estimated liabilities incurred in
connection with the Merger.
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Liabilities for loss contingencies arising from claims, assessments, litigation, fines and penalties, or other
sources are recorded when it is probable that a liability has been incurred and the amount of the liability can be
reasonably estimated.

Litigation

In a complaint filed op June 5, 2003 with the United States District Court for the District of Connecticut, the
Company was named as one of numerous defendants in litigation seeking monetary damages arising from the
injuries and deaths at a Rhode Island nightclub. The complaint contains mihiple causes of action, only a small
number of which are brought against the Company, which assert claims, based on theories of joint venture
liability and negligence. The Company's involvement was to advertise the concert on one of its stations and to
distribute promotional tickets provided by the organizers. On October 3, 2003, the action was transferred to the
United States District Court, District of Rhode Island, where it subsequently was consolidated with suits on
behalf of some 240 other concertgoers (in which the Company was not sued) for the purposes of pre-trial
discovery and motion practice. On January 27, 2005, the Company filed an Answer to the complaint,
substantially denying plaintiffs’ allegations against the Company. On February 18, 2005, an identical suit was
filed on behalf of one additional concertgoer. On January 5 and 31, 2006, substantially identical suits were filed
on behalf of two additional concertgoers. The Company believes that plaintiffs’ claims against the Company are
without merit and intends to defend these claims vigorously. The Company has filed its motion for summary
judgment and does not believe that the outcome of the litigation regarding the Rhode Istand nightclub matters
will have a material adverse impact on its financial condition, results of operations or cash flows,

In February 2005, we received a subpoena from the Cffice of Attomey General of the State of New York
(the “New York Attomey General”) as have several other radio broadcasting companies and record companies
operating in the State of New York. These subpoenas were issued in connection with the New York Attorney
General's investigation of promotional practices involved in record companies’ dealings with radio stations. We
have cooperated with this investigation and continue 1o do so. In connection with this investigation, the New
York Attorney General has entered into settlement agreements with several record companies and two radio
broadcasters, which included both business practice reforms and financial penalties. The New York Altomey
General previously announced that it may take action against a number of radio companies, including us. To
date, no action has been taken against the Company.

On April 19, 2006, the Company received a letter of inquiry relating to numerous stations and a request for
information from the FCC in the area of sponsorship identification. The FCC issued a consent decree resolving
the matter on April 13, 2007, which includes a voluntary contribution by the Company to the U.S. Treasury of
$2.0 million that the Company paid on July 11,2007,

On February 21 .‘2006, the Company received a letter from an attorney claiming to represent holders of more
than $109 million of the principal amount of the Company’s 1.875% convertible subordinated notes due 2011
(the “Notes™) that purported to be a notice of defaull under the indenture governing the Notes. The letter alleges
that events of default have arisen and continue to arise (i} from the ABC Radio Merger Agreement, (ii) from
other agrecments relating 1o the Merger and (iii) the actions contemplated therein (collectively the
“Transactions”). Specifically, the letter alleges that the Transactions will or do constitute a fundamental change
under the indenture. On April 24, 2006, the Company received a second letter from the same attorney claiming
that the Company failed to cure the alleged defaults during the more than 60 days that ¢lapsed since the
Company’s receipt of the first letter, The second letter alleges that as a result, an event of default has occurred
and is continuing under the indenture. The second letter also purports to declare the principal amount of the
Notes, and the accrued and unpaid interest thereon, due and payable immediately. The Company continues to
believe that none of the Transactions will or do constitute a fundamental change under the indenture. Therefore,
the Company does not believe that any event of defauit, as defined in the indenture, has occurred or is continuing
and does not believe that any holders have a right to declare obligaticns under the Notes due and payable.
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On July 17, 2006, the Company filed a complaint against certain of the holders of Notes in the Supreme
Court for the State of New York seeking a judgment dectaring thai the Transactions do not constitute a
fundamental change for purposes of the indenture. On January 5, 2007, Wilmington Trust Company, the trustee
under the indenture (the “Trustee™), filed a motion to intervene as a defendant and counter-claim plaintiff in the
action. On March 1, 2007, the judge granted Wilmington Trust Company’s motion to intervene as the defendant
in the action and dismissed the individual defendants from the action. The Company filed an amended complaint
on March 8, 2007 against the Trustee as the defendant in the action. Wilmington Trust Company served counter-
claims against the Company on March i5, 2007. Discovery in this action was completed, and both parties filed
motions for summary judgment with the Supreme Court for the State of New York, which were argued on
November 8, 2007. o

See Note |1 for further information regarding the Company’s subordinated convertible notes.

The Company is involved in certain other claims and lawsuits arising in the ordinary course of_its business,
including new matters which involve various aspects of the ABC Radio Business. The Company believes that
such litigation and claims will be resolved without a material adverse impact on its results of operations, cash
flows or financial condition, '

Lease Commitments

The Company leases certain studio buildings, tower sites, transmitters and cquipment, vehicles and office
equipment. The following is a schedule by, year of future minimum rental payments required under operating
leases that have initial or remaining noncancelable lease terms in excess of one year as of December 31, 2007

Sublease Net Lease

Year Ended : < Commitments Rentals Commitments
- {ln thousands)
D008 ..t e e e e $ 19260 $ (403) $ 18,857
2009 .. et e et 17,034 (230) 16,804
.01 S G 14,538 (209) 14,329
L 1 1 AU ol 11,891 (180) 11,7110
{1 2 ARG O 9,408 (132) 9,276
TRETCAFIET - o v e v et e e ettt et e e e 29,810 (478) 29,332

$101,941  $(),632) $100,309

Total remal expense was approximately $12.6 million, $7.6 million, and $6.5 million for the years ended
December 31, 2007, 2006 and 2005, respectively.

Contractual Commitments

The Company has entered into binding contracts in the normal course of business related to sports
broadcasting, employment of personnel, and other goods and services utilized in our operations.

Defined Contribution Plan

The Company has a defined contribution 401(k) plan for all employces who are at least 21 years of age and,
if full time, have completed 60 days of service, or, if part time, have worked at least 1,000 hours. Under the
401¢k) plan, eligible employees can contribute up to 20% of their compensation, subject to the maximum
contribution allowed by the Interal Revenue Code. Participants vest immediately in their contributions, and
participants’ rights to amounts contributed by the Company vest on a graded schedule over a five-year period.
Each year, for participants who have completed one year of service, the Company may, at the discretion of the
board of directors, contribute a matching contribution equal 1o 100% of the panticipants’ clective deferral
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contribution up to 2% of their regular annual eamings. The Company may also make discretionary contributions
as approved by the board of dircctors. For the years ended December 31, 2007, 2006, and 2005, the Company
made matching contributions 1o the 401(k) plan of approximately-$1.1 million, $0.7 million, and $0.7 million,

respectively.

20. Quarterly Financial Data (unaudited)

2007: (a)

N (0 A= 1 11 -

Operating income (loss)(®) ...t
Netincome (l08S) .. .....coviiiiinniiiaenrnnnn..
Basic net income (loss) per common share . .............

Diluted net income (loss) per common share ............
Weighted average common shares outstanding—Basic . . . .

Weighted average common shares outstanding—Diluted .

2006:

NELMBVENUE ..o ittt i e e ieacan s inaanners
Operating income (loss)(b) ........ccooviiiierinnn.
Netincome (lo55) ....v.irierne i irieia e
Basic net income (loss) per common share . .............

Diluted net income {loss) per common share . ...........
Weighted average common shares outstanding—Basic . . . .

Weighied average common shares outstanding—Diluted .. ..

Quarters Ended

March M June 30  September 30 December 31

{In thousands, except per share data)

$ 92,920 $ 141,157 $240,207 $ 245.:473
25,574 29938  (427432) (l,043,_850)
6,762 3,793 (447,753) (848938)
$ 006 % 0.03 § (L71) $ 3.24)
$ 0068 003 8 (17§ (324
| 1018_9_ 141,442 261,458 261.707
124,359 142,486 261,458 261 M
$03999 $112454 $112517 $ 113/960
23,488 (109,884) 40,342 10838
9,525 (74,826) 18,366 {l ,079)
$ 00938 (067 $ 0.16 L (0.01)
2 008 % (067 % 015 % {0.01)
111,595 111,668 111,378 lllﬂi
127,362 111,668 124,622 1114174

(a) The selected consolidated historical financial data includes the operating results of the ABC Radio Business

subsequent to the closing date of June 12, 2007.

(b) In accordance with SFAS No. 142, the Company conducted interim impairment tests during 2007 in
addition to its annual impairment test as of October 1, 2007. As a result, the Company recorded non-cash
impairment charges on a pre-tax basis of $13.5 million, $495.8 million and $1,103.1 million during the
quarters ended June 30, 2007, September 30, 2007 and December 31, 2007, respectively. The Company

conducted an interim impairment test during the quarter ended June 30, 2006 and its annual impairment est

of indefinite-lived intangible assets as of October 1, 2006. The analyses resulted in non cash impairment

charges of $149.8 million in the second quarter and $24.2 million in the fourth quarter on a pre-tax basis to
reduce the carrying amount of FCC licenses and goodwill to their estimated fair values.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.

ITEM 9A.CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

We have established disclosure controls and procedures to ensure that material information relating to the
Company is made known 1o the officers who centify the Company’s financial reports and to other members of
senior management and the board of directors,

Based on their evaluation as of December 31, 2007, the principal executive officer and principat financial
officer of the Company have concluded that the Company's disclosure controls and procedures (as defined in
Rules 13a-15(e) and 15d-15(e) under the Sccurities Exchange Act of 1934) are effective to ensure that the
information required to be disclosed by the Company in the reports that it files or submits under the Securities
Exchange Act of 1934 is recorded, processed, summarized and reported within the time periods specified in the
SEC rules and forms and to ensure that information required to be disclosed by the Company in the reports that it
files or submits under the Exchange Act is accumulated and communicated to our management, including our
principal executive and principal financial officers, as appropriate, to allow timely decisions regarding required
disclosure.

Management’s Report on Internal Control over Financial Reporting

Our management excluded the internal controls of the ABC Radio Business from its annual assessment of
the effectiveness of the Company’s intcrnal control over financial reporting (Section 404) for 2007. This
exclusion is in accordance with the SEC guidance that an assessment of a recently acquired business may be
omitied from management's report on internal controls over financial reposting in the year of acquisition. The
ABC Radio Business contributed approximately 41% of the Company's total revenues for the year ended
December 31, 2007, and the assets of the ABC Radio Business represent approximately 53% of the Company's
total assets as of December 31, 2007,

Our management is responsible for establishing and maintaining adequate internal control over financial
reporting, as such term is defined in Exchange Act Rules 13a-15(f) and 15d-15(f). Under the supervision and
with the participation of our management, including our principal executive officer and principal financial
officer, we conducted an evaluation of the effectiveness of our internal control over financial reporting based on
the framework in Internal Control—Iniegrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission. Based on our evaltuation under the framework in Internal Controi—
Integrated Framework, our management concluded that our internal control over financial reporting was
effective as of December 31, 2007. The effectiveness of our internal control over financial reporting as of
December 31, 2007 has been audited by Deloitte & Touche LLP, an independent registered public accounting
firm, as stated in their repon which is included herein.

Changes in imternal Controls over Financial Reporting

We have not implemented any change in our internal control over financial reporting that has maicrially
affected, or is reasonably likely to materially affect, our internal control over financial reporting during the
quarter ended December 31, 2007.

We are in the process of reviewing the internal control structure of the ABC Radio Business and, if
necessary, will make appropriate changes as we incorporate our controls and procedures into the ABC Radio
Business. :
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Stockholders of
Citadel Broadcasting Corporation
Las Vegas, Nevada

We have audited the internal control over financial reporting of Citadel Broadcasting Corporation and subsidiaries (the
“Company™) as of December 31, 2007, based on the criteria established in Internal Control—Integrated Framework issued
by the Committee of Sponsoring Organizations of the Treadway Commission. As described in Management's Report on
Internal Control over Financial Reporting, management excluded from its assessment the internal control over financial
reporting at the ABC Radio Business, which was acquired on June 12, 2007. The ABC Radio Business constitules
approximately 41% of the Company’s total revenues for the year ended December 31, 2007, and the assets of the ABC Radio
Business represent approximately 53% of the Company's total assets as of December 31. 2007. Accordingly, our audit did
not include the intemal control over financial reporting for the ABC Radio Business. The Company’s management is
responsible for maintaining effective internal control over financial reporting and for its assessment of the effectiveness of
internal control over financial reponting included in the accompanying Management's Report on Internal Controls over
Financial Reporting. Our responsibility is to express an opinion on the Company's internal control over financial reporting
based on our audit. ’

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective
internal control over financial reporting was maintained in all material respects. Our audit included obtaining an understanding
of internal control over financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design
and operating effectiveness of internal control based on the assessed risk, and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company's internal control over financial reporting is a process designed by, or under the supervision of, the
company’s principal executive and principal financial officers, or persons performing similar functions, and effected by the
company's board of directors, management, and other personnel to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles. A company’s internal control over financial reporting includes those policies and procedures that
(1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the company; (2) provide reasonable assurance that transaclions are recorded s necessary to
permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with amhorizations of management and directors of the
company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company’s assets that could have a material effect on the financial statements.

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or
improper management override of controls, material misstatements due to error or fraud may not be prevented or detected on
a timely basis. Also, projections of any evaluation of the effectiveness of the internal control over financial reporting 10
future periods are subject to the risk that the controls may become inadequate because of changes in conditions, or that the
degree of compliance with the policies or procedures may deteriorate.

In our opinion, the Company maintained, in all matenial respects, effective internal control over financial reporting as of
December 31, 2007 based on the criteria established in /nternal Control—integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the consolidated financial statements as of and for the year ended December 31, 2007 of the Company and our repont
dated February 29, 2008 expressed an unqualified opinion on those financial statements and includes expianatory paragraphs
related to the adoption of Statement of Financial Accounting Standards No. 123R, Share-Based Payment, and the adoption of
FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes—an interpretation of FASB Statement No. 109.

s/ Deloitte & Touche LLP

Los Angeles, California
February 29, 2008
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ITEM 9B. OTHER INFORMATION

On February 27, 2008, the compensation committee of the Company’s board of directors approved a salary
increase for Randy L. Taylor, Senior Vice President, Acting Chief Financial Officer and principal financial
officer. consistent with his appointment to the positions of Acting Chief Financial Officer and principal financial
officer on February 1, 2008. Mr. Taylor was formerly the Company's Vice President-Finance and principal
accounting officer. Under the terms of this salary arrangement, Mr. Taylor's annual salary will be $320,000
during the first year, $360,000 during the second year and $400,000 during the third year. Mr. Taylor will
continue to be eligible for an annual discretionary bonus.

The material provisions of the terms of Mr. Taylor’s employment are presented in the Letter Agreement
dated August 29, 2006, between Citadel Broadcasting Company and Mr. Taylor, and the Memorandum dated
November 6, 2006, between the Company and Mr. Taylor, which are incorporated by reference herein and filed
with this Annual Report on Form 10-K as Exhibits 10.25 and 10.31. A summary of the material provisions of the
terms of Mr. Taylor’s employment are presented in Part 11, Section 5 of the Company’s quarterly report for the
quarterly period ended September 30, 2006 on Form 10-Q. )

On November 16, 2007, the compensation commitice of the board of directors approved amendments to the
Company’s Form of Stock Option Agreement under the 2002 Long-Term Incentive Plan by extending the period
of time under which options under the 2002 Long-Term Incentive Plan may be exercised upon the death of an
employee to one year following such event. The amended Form of Stock Option Agreement is filed with this
Annual Report on Form 10-K as Exhibit 10.9.
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PART Il
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The information required by this Item is incorporated by reference to our Proxy Statement for the 2008
Annual Meeting of Stockholders.

We have adopted a Code of Business Conduct and Ethics that applies to our executive officers, senior
financial management and all other employees. Our Code of Business Conduct and Ethics can be found on our
website located at www. citadelbroadcasting.com. Each of our Audit Committee, Compensation Committee and
Nominating/Corporate Governance Committee has a committee charter as required by the rules of the New York
Stock Exchange, and each charter can be found on our website.

On June 9, 2007, our chief executive officer submitted to the New York Stock Exchange the “CEO
Certification” required by Section 303A.12(a) of the New York Stock Exchange Listed Company Manual. The
New York Stock Exchange also requires our Board of Directors to establish certain Corporate Governance
Guidelines, which can be found on our website located at www.citadelbroadcasting.com.

ITEM 11, EXECUTIVE COMPENSATION

The information required by this ltem is incorporated by reference 1o our Proxy Statement for the 2008
Annual Meeting of Stockholders.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS

The information required by this Item is incorporated by reference to our Proxy Statement for the 2008
Annual Meeting of Stockholders,

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR
INDEPENDENCE

The information required by this Item is incorporated by reference to our Proxy Statement for the 2008
Annval Meeting of Stockholders.

[TEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by this Item is incorporated by reference to our Proxy Statement for the 2008
Annual Meeting of Stockholders.
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PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a) Documents incorporated by reference or filed with this report:

(1) Audited consolidated balance sheets of Citade} Broadcasting Corporation and subsidiaries as of
December 31, 2007 and 2006 and the related consolidated statements of operations, stockholders’
¢quity and cash flows for the years ended December 31, 2007, 2006 and 2005.

(2) Exhibits required to be filed by Item 601 of Regulation S-K:

Listed below are the exhibits which are incorporated by reference or filed as part of this report (according to

the number assigned to them in ltem 601 of Regulation §-K):

No.

2.1

2.2

23

24

25

2.6

2.7

2.8

2.9

kR

Description

Agreement and Plan of Merger, dated as of January 15, 2001, by and between Citade] Communications
Corporation and the Registrant (incorporated by reference to Exhibit 2.1 to the Registrant’s Registration
Statement on Form S-1 (No. 333-89844)).

Letter Agreement, dated January 15, 2001, by and between Citadel Communications Corporation and the
Registrant (incorporated by reference to Exhibit 2.2 10 the Registrant’s Registration Statement on
Form S-1 (No. 333-89844)).

Amendment No. 1, dated March 13, 2001, to Merger Agreement dated as of Janvary 13, 2001, by and
among the Registrant, Citadel Communications Corporation and FLCC Acquisition Corp. (incorporated
by reference to Exhibit 2.3 to the Registration Statement on Form S-1 (No. 333-89844)).

Letter Agreement, dated March 22, 2001, by and among Citadel Communications Corporation, the
Registrant and FLCC Acquisition Corp. (incorporated by reference to Exhibit 2.4 to the Registrant’s
Registration Statement on Form $-1 (No. 333-89844)).

Agreement and Plan of Merger, dated February 6, 2006, by and among Citade] Broadcasting
Corporation, Alphabet Acquisition Corp., The Walt Disney Company and ABC Chicago FM Radio, Inc.
{incorporated by reference to Exhibit 2.1 to the Registrant’s Current Report on Form 8-K filed with the
SEC on February 10, 2006).

Amendment No. | to the Agreement and Plan of Merger, dated November 19, 2006, by and among the
Citadel Broadcasting Corporation, Alphabet Acquisition Corp., The Walt Disney Company and ABC
Chicago FM Radio Inc. (incorporated by reference to Exhibit 10.1 to the Registrant’s Current Report on
Form 8-K filed with the SEC on November 22, 2006).

Separation Agreement, dated February 6, 2006, by and between The Walt Disney Company and ABC
Chicago FM Radio, Inc. (incorporated by reference to Exhibit 2.2 to the Registrant’s Current Report on
Form 8-K filed with the SEC on February 10, 2006).

Amendment No. 1 1o the Separation Agreement, dated November 19, 2006, by and between The Walt
Disney Company and ABC Chicago FM Radio, Inc. (incorporated by reference to Exhibit 10.2 to the
Registrant’s Current Repont on Form 8-K filed with the SEC on November 22, 2006).

Tax Sharing and Indemnification Agreement, dated June 12, 2007, by and among Citadel Broadeasting
Corporation, ABC Radio Holdings, Inc., f/kfa ABC Chicago FM Radio, Inc., and The Walt Disney
Company (incorporated by reference to Exhibit 10.1 to the Registrant’s Current Repont on Form 8-K
filed with the SEC on June 18, 2007).

Form of Restated Certificate of Incorporation of the Registrant (incorporated by reference to Exhibit 3.1
to the Registrant’s Registration Statement on Form S-1 (No. 333-89844)).
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33

34

4.1

4.2

10.1

10.2

10.3

10.4

105

10.6

10.7

10.8

Description

Form of Amended and Restated By-laws of the Registrant (incorporated by reference 1o Exhibit 3.2 to
the Registrant’s Registration Statement on Form S-1 (No. 333-89844)).

Amendment No. 1 to the Amended and Restated Bylaws, of the Registrant (incorporated by reference

to Exhibit 3.1 to the Registrant’s Current Report on Form 8-K filed with the SEC on

November 7, 2007)..

Centificate of Merger filed with the Secretary of State of the State of Delaware on June 12, 2007
(incorporated by reference to Exhibit 2.5 to the Registrant's Current Report on Form 8-K filed with the
SEC on June 18, 2007).

Form of Common Stock Centificate (incorporated by reference to Exhibit 4.1 te the Registrant’s
Registration Statement on Form S-1 (No. 333-89844)).

Indenture, dated as of February 18, 2004, between Registrant and the Bank of New York, as trustee, in
respect of Registrant’s 1.875% Convertible Subordinated Notes due 2011 (incorporated by reference
to Exhibit 4.2 to the Registrant's Annual Repon for the year ended December 31, 2003 on

Form 10-K).

The Registrant’s Amended and Restated 2002 Long-Term I[ncentive Plan (incorporated by reference to
Exhibit 10.1 to the Registrant’s Current Report on Form 8-K filed with the SEC on May 25, 2007).

The Registrant’s Form of Restricted Stock Agreement under the Amended and Restated 2002 Long-
Term Incentive Plan (incorporated by reference to Exhibit 10.1 to the Registrant’s Quarterly Report
for the quarterly period ended June 30, 2006 on Form 10-Q).

The Registrant’s Form of Performance Share Agreement under the Amended and Restated 2002 Long-
Term Incentive Plan (incorporated by reference to Exhibit 10.1 1o the Registrant’s Quarterly Report
for the quarterly period ended March 31, 2006 on Form 10-Q).

Registration Rights Agreement, dated June 26, 2001, among the Registrant, Citadel Communications
Corporation, Citadel Broadcasting Company, Forstmann Little & Co. Equity Partnership-VI, L.P.,
Forstmann Little & Co. Equity Partnership-VII, L.P., Forstmann Little & Co. Subordinated Debt and
Equity Management Buyout Partnership-VII, L.P., Forstmann Little & Co. Suberdinated Debt and
Equity Management Buyout Partnership-VII, L.P., Lawrence R. Wilson and Rio Bravo Enterprise
Associates, L.P. (incorporated by reference to Exhibit 10.4 to the Registrant’s Registration Statement
on Form §-1 (No. 333-89844)),

Registration Rights Agresment, dated as of February (8, 2004, between the Registrant and the initial
purchasers of the Registrant’s 1.875% Convertible Subordinated Notes due 2011 (incorporated by
reference to Exhibit 10.19 to the Registrant’s annual repon for the year ended December 31, 2003 on
Form 10-K).

Aircraft Management Agreement, dated October 1, 2002, as amended by Amendment No. 1 dated
February 27, 2003, between the Registrant and FL Aviation Corp. (FL) (incorporated by reference to
Exhibit 10.20 to the Registrant’s Registration Statement on Form S-1 (No. 333-112270)).

Citadel Broadcasting Corporation Senior Executive Annual Bonus Plan (incorporated by reference to
Exhibit 10.2 to the Registrant’s Current Report on Form 8-K filed with the SEC on May 253, 2007).

Credit Agreement, dated June 12, 2007, among Citadel Broadcasting Corporation, certain lenders,
JPMorgan Chase Bank, N.A. as Administrative Agent, Bank of America, N.A. and Deutsche Bank
Trust Company Americas as Syndication Agenis, and Credit Suisse, Cayman Islands Branch and
Wachovia Bank, National Association as Documentation Agents (incorporated by reference to Exhibit
10.2 to the Registrant’s Current Report on Form 8-K filed with the SEC on June 18, 2007).
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10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

21

Description .

Amended Form of Stock Option Agreement under the Amended and Restated 2002 Long-Term
Incentive Plan.

Form of Indemnification Agreement between the Registrant and its directors and executive officers
(incorporated by reference to Exhibit 10.5 to the Registrant’s Registration Statement on Form 5-1
(No. 333-89844)).

Indemnification Agreement, dated April 10, 2006, by and between Citadel Broadcasting Corporation
and Wayne T. Smith (incorporated by reference to Exhibit 10.1 1o the Registrant’s Current Report on
Form 8-K filed with the SEC on April 13, 2006).

Indemnification Agreement, dated February 28, 2007, by and between Citadel Broadcasting
Corporation and Michael J. Regan (incorporated by reference 1o Exhibit 10.1 1o the Registrant's
Current Report on Form 8-K filed with the SEC on March 2, 2007).

Letter, dated February 15, 2002, from Theodore . Forstmann to Farid Suleman setting forth the terms
of Mr. Suleman’s employment as chief executive officer of the Registrant (incorporated by reference
to Exhibit 10.14 to the Registrant's Registration Statement on Form -1 (No. 333-89844)).

Letter, dated July 17, 2003, from the Registrant to Farid Suleman clarifying certain terms of
Mr. Suleman’s employment (incorporated by reference to Exhibit 10.22 to the Registrant’s
Registration Statement on Form S-1 (No. 333-89844)).

Agreement with respect to the 2002 Stock Option Agreement, dated as of March 16, 2606, by and
between the Registrant and Farid Suleman (incorporated by reference to the form of such agreement
attached as Appendix C of the Registrant’s Proxy Statement included in the Registrant’s Definitive
Schedule 14A filed with the SEC on April 17, 2006).

Memorandum. dated November 6, 2006, between the Registrant and Randy L. Taylor (incorporated by
reference to Exhibit 10.2 to the Registrant’s Quasterly Report for the quarterly period ended
September 30, 2006 on Form 10-Q).

Employment Agreement, dated May 26, 2006, by and between Citadel Broadcasting Corporation and
Robert G. Freedline (incorporated by reference to Exhibit 10.1 to the Registrant’s Current Repont on
Form 8-K filed with the SEC on June 2, 2006).

Summary of Employment Arrangement, dated May 15, 2006, by and between Citadel Broadcasting
Corporation and Jacquelyn J. O (incorporated by reference to liem 1.01 of the Registrant’s Current
Report on Form 8-K filed with the SEC on May 16, 2006).

Summary of Independent Director Compensation Arrangement, dated May 24, 2006 (incorporated by
reference to Item 1.01 of the Registrant’s Current Report on Form 8-K filed with the SEC on
May 26, 2006).

ABC News Production/Distribution Agreement, dated June 12, 2007, by and between American
Broadcasting Companies, Inc. and Radio Networks, LLC. (incorporated by reference to Exhibit 10.3 10
the Registrant’s Current Report on Form 8-K filed with the SEC on June 18, 2007).

Indemnification Agreement, dated November 30, 2007, by and between Citade] Broadcasting
Corporation and Thomas Reifenheiser (incorporated by reference to Exhibit 10.1 1o the Registrant’s
Current Report on Form 8-K filed with the SEC on December 4, 2007).

Letter Agreement, dated August 29, 2006, between Citadel Broadcasting Company and Randy L.
Taylor (incorporated by reference to Exhibit 10.1 to the Registrant’s Quarterly Report for the quarterly
period ended September 30, 2006 on Form 10-Q).

List of subsidiaries.
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No.

231
KER|

2

32.1

322

Description

Consent of Deloitte & Touche LLP.

Certification of Chief Executive Officer Pursvant to Rules 13a-14(a) under the Securities Exchange
Act of 1934,

Centification of Principal Financial Officer Pursuant to Rules 13a-14(a) under the Securities Exchange
Act of 1934,

Certification of Chief Executive Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002,

Certification of Principal Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant
10 Section 906 of the Sarbanes-Oxley Act of 2002.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

CITADEL BROADCASTING CORPORATION

By: /s/ _FARID SULEMAN

Farid Suleman
Chief Executive QOfficer and Chairman

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by
the following persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature Title Date
/s/  FARID SULEMAN Chief Executive Officer and February 29, 2008
Farid Suleman Chairman

(principal executive officer)

fs/ RanDY L. TAYLOR Senior Vice President—Finance Februvary 29, 2008
Randy L. Taylor and Acting Chief Financial Officer
| (principal financial and accounting
| officer)
‘ /s/ J. ANTHONY FORSTMANN Director February 29, 2008
J. Antheny Forstmann
/s/ THEQDORE J. FORSTMANN Director February 29, 2008
Theodore J. Forstimann
| /s/ MICHAEL A, MILES Director February 29, 2008
Michael A. Miles
| {s/ MICHAEL J. REGAN Director February 29, 2008
‘ Michael J. Regan
‘ /s/ THOMAS REIFENHEISER Director February 29, 2008
Thomas Reifenbeiser
/s/ CHARLES P. ROSE Director February 29, 2008
Charles P. Rose
| /s/__HERBERT J. SIEGEL Director February 29, 2008
' Herbert . Siegel
Is/  WAYNE T. SMITH Director February 29, 2008
Waype T. Smith
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Exhibit 31.1

Certification Pursuant To Rule 13a-14(a)},
In Accordance With Section 302 Of
The Sarbanes-Oxley Act Of 2002

CERTIFICATION OF CHIEF EXECUTIVE OFFICER .

I, Farid Suleman, certify that:

1.
2

I have reviewed this annual report on Form 10-K of Citadel Broadcasting Corporation;

Based on my knowledge, this report does not contain any untrue statement of a material fact er omit to
state a maleria! facl necessary to make the statlements made, in light of the circumstances under which
such statemenis were made, not misleading with respect to the period covered by this repon;

Based on my knowledge, the financial statements, and other financial information included in this
repont, fairly present in all material respects the financial condition, results of operations and cash
flows of the registrant as-of, and for, the periods presented in this report;

The registrant’s other certifying officer and 1 are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(¢) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and.15d-15(6)} for
the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, 10 ensure that material information relating to

- the registrant, including its consolidated subsidiaries, is made known to us by others within those

entities, particularly during the period in which this report is being prepared;

{b) Designed such internal control over financial reporting, or caused such internal controls over
financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of
the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materially affected, or is reasonably likely 1o materially
affect, the registrant’s internal control over financial reporting; and

The registrant’s other centifying officer and | have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the registrant’s ability 10
record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: February 29, 2008

fsi FaRID SULEMAN

Farid Suleman
Chief Executive Officer




Exhibit 31.2

Certification Pursuant To Rule 13a-14(a),
In Accordance With Section 302 Of
The Sarbanes-Oxley Act Of 2002

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER

I, Randy L. Taylor, centify that:

1.
2.

1 have reviewed this annual report on Form 10-K of Citadel Broadcasting Corporation;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash
flows of the registrant as of, and for, the periods presented in this report;

The registrant's other cenifying officer and [ are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(¢)) and
intermal contro! over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for
the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to
the registrant, including its consolidated subsidiaries, is made known to us by others within those
cntities, panticularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal controls over
financial reporting to be designed under our supervision, 10 provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

{c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of
the end of the period covered by this seport based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has matenially affected, or is reasonably likely to materially
affect, the registrant’s intemal control over financial reporting; and

The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant's auditors and the audit committec of the
registrant’s board of directors (or persons performing the equivalent functions).

(a) All significani deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to
record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or ather employees wha have a
significant role in the registrant’s intemnal control over financial reporting.

Date: February 29, 2008

/s/ RANDY L. TAYLOR

Randy L. Taylor

Senior Vice President—Finance and Acting Chief Financial Officer




Exhibit 32.1

Certification Pursuant To 18 U.S.C,
Section 1350, As Adopted Pursvant To
Section 906 Of The Sarbanes-Oxley Act Of 2002

In connection with the Annual Repon of Citadel Broadcasting Corporation (the “Company”) on Form 10-K
for the year ended December 31, 2007, as filed with the Sccurities and Exchange Commission on the date hereof
(the “Report™), 1, Farid Suleman, Chief Executive Officer of the Company, centify to my knowledge, pursuant to
18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(i) the Repon fully complies with the requirements of Section 13(a) or Section 15(d) of the Securities
Exchange Act of 1934, as amended; and

‘ (ii) the information contained in the Report fairly presents, in all material respects, the financial condition
and results of operations of the Company.

‘ Date: February 29, 2008

fs/  FARID SULEMAN

Farid Suleman
Chlef Exccutive Officer

A signed original of this written statement required by Section 906 has been provided to Citadel
Broadcasting Corporation and will be retained by Citadel Broadcasting Corporation and furmished to the
Securities and Exchange Commission or its staff upon request.




Exhibit 32.2

Certification Pursuant To 18 U.S.C.
Section 1350, As Adopted Pursuant To
Section 906 Of The Sarbanes-Oxley Act Of 2002

In connection with the Annual Repon of Citadel Broadcasting Corporation (the *Company™) on Form 10-K
for the year ended December 31, 2007, as filed with the Securities and Exchange Commission on the date hereof
(the “Report™), |, Randy L. Taylor, Senior Vice President-Finance and Acting Chief Financial Officer of the
Company, cenify 10 my knowledge, pursvant to 18 U.5.C. Section 1350, as adopted pursuant 10 Section 906 of
the Sarbanes-Oxley Act of 2002, that:

(i) the Report fully complies with the requirements of Section 13(a) or Section 15(d) of the Securities
Exchange Act of 1934, as amended; and

(i1} the information contained in the Report fairly presents, in all material respects, the financial condition
and results of operations of the Company.

Date: February 29, 2008

/s/ RanDY L. TAYLOR

Randy L. Taylor
Senior Yice President-Finance and Acting Chief Financial Officer

A signed original of this written statement required by Section 906 has been provided to Citadel
Broadcasting Corporation and will be retained by Citadel Broadcasting Corporation and fumished to the
Securities and Exchange Commission or its staff upon request.




CITADEL BROADCASTING CORPORATION

THIS PROXY 15 SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

ANNUAL MEETING OF STOCKHOLDERS
MAY 19, 2008

The stockholder(s) hereby appoint(s) Farid Suleman and Jacquetyn J. Orr, or either of them, as proxies, each with the power to appoint hisher
substitute, and hereby authorizes them to represent and 1o vote, as designated on the reverse side of this ballot, all 6f the shares of Common
Stock of Citadel Broadeasting Corporation that the stockholder(s) is/are entitled to vote at the Annual Meeting of Stockholders to be held a1
8:00 a.m., Eastern Time on May 19, 2008, at the JPMorgan Chase Conference Center, 270 Park Avenwe, 11* Floor, Room C, New York, N.Y,
10017, and any adjournment or postponement thereof.

THIS PROXY, WHEN PROPERLY EXECUTED, WILL BE VOTED AS DIRECTED BY THE STOCKHOLDER(S). IF NO SUCH DIRECTIONS
ARE MADE, THIS PROXY WILL BE VOTED FOR THE ELECTION OF THE NOMINEES LISTED ON THE REVERSE SIDE FOR THE
BOARD OF DIRECTORS AND FOR EACH PROPOSAL.

PLEASE MARK, SIGN, DATE AND RETURN THIS PROXY CARD PROMPTLY USING THE ENCLOSED REPLY ENVELOPE

CONTINUED AND TO BE SIGNED ON REVERSE SIDE




YOTE BY INTERNET - wwwi.proxyvotatom

Use the internat fo transmit your woting instructions and for electronic delivery

of information up unti 13:59 P.M. Eastern Time on May 16, 2008, Have your
CITADEL BROADCASTING CORPORATION proxy card in hand when you access the web site and follow the instructions
7201 WEST LAKE MEAD BLVD 10 601N your records and 0 create an electronic voting instruction form.

SUITE 400 ELECTRONI DELIVERY OF RUTURE STOCKHOLDER COMMUNICATIONS
H you would ke 10 reduce the costsincunred by Citade| Broadcasting Corporation

LAS VEGAS, NV §9128 in mailing proxy materials, you can consent to receiving all future proxy
statements, proxy cards and annual reports electronically via e-mad or the
tnternet. To sign up lor electronic delivery, please follow the NStructions abaove
to vote using the Inlernet and, when prompted, indicate that you agree 1o
receive Of acCess stockholder communications electronically in future years.

VQTE BY PHONE - 1.800-690-6503

Vse any touch-tone telephone to ransmit your voting instructions up untd
11:59 PM. Eastern Time on May 18, 2008. Have your proxy card n hand
when you call and then follow the instructians.

VOTE BY MAIL

Mark, sign and date your proxy card and return it in the posiage-paid
envelope we have provided or return it 10 Citadel Broadcasting Corporation,
/0 Broadridge, 5% Mercedes Way, Edgewood, NY 11717,

TO VOTE, MARK BLOCKS BELOW IN BLUE QR BLACK INK AS FOLLOWS: CITADY KEEF THIS PORTION FOR YOUR RECORDS
"""""""""""""""" THIS PROXY CARDIS VALID ONLY WHEN SIGNED AND DATED,” ~ * PETACH AND-RETURN-THIS PORTION ONLY
ADEL ADCASTING CORPORA Withhold I To withhold authorily to vote for any individual
av 5RO moN r:ﬁ Al m nominoa(a), mark “For All Excopt” and write the
A. Election of Directors- number(s) of the nominse(s) on the line below.
Tha Board of Directors recommends » vote EQR the
listed nominees. 0 0 0

1. Clags i Nominees:
o1} Michael ). Regan
02) Thomas V. Reifenheiser
03) Herben 1. Siegel

8. Vote On Proposal For Against Abstain
The Board of Dliectors recommends a vote FQR ftem 2.
2. The ratification of the appointment of Deloitte & Touche LLP to serve 35 independent registered public accountants for the year ending 0 0 0

December 31, 2008,

C. Other-
3. To provide farid Suleman and Jacquelyn J. Or with discretionary authority to act upon such other matters as may propery come before the meeting. 0 0 0

a

| Please indicate if you plan 1o attend this meeting. 0

Note: if you attend the meelin&and decide to vote by ballol,
yaur ballov will supersede this proxy. If signing for a
Corpgiation, partnership of as an agenl. avtomey of
fiduciary, indicate the capacity in which you are ugning.

Signature [PLEASE SIGN WITHIN BOX) Date Signature (Joint Qwners) Dato




BOARD OF DIRECTORS
AS OF MARCH 1, 2008

Farid Suleman

Chairman of the Board and

Chief Executive Officer

Citadel Broadcasting Corporation

J. Anthony Forstmann
Managing Direcior
J.A. Forstmann & Co.

Theodore J. Forstmann
Co-Founder and Senior Partner
Forstmann Little & Co.

Michael A. Miles

Former Chairman and

Chief Executive Officer

Philip Morris Companies. Inc.

Michael J. Regan (1)
Former Vice Chairman and
Chief Administrative Officer
KPMG LLP

Thomas V., Reifenheiser (1)

Former Managing Director and Group Execulive
Global Media and Telecom Group

Chase Securities, Inc.

Charles P. Rose, Jr.

Executive Producer, Executive Editor
and Host

Charlie Rose

Herbert J. Siegel
Consultant
News America, Inc.

Wayne T. Smith (1) .
Chairman of the Board, President and
Chief Executive Officer

Community Health Systems, Inc.

{1) Audit Committee
Chair: Michael J. Regan

STOCKHOLDER INFORMATION

Corporate Address

Citadel Broadcasting Corporation

7201 West Lake Mead Boulevard

Suite 400

Las Vegas, NV 89128-8366

Phone: 702-804-5200

Web site: htip://www.citadelbroadcasting.com

Transfer Agent

BNY Mellon Shareowner Services

P.0. Box 358016

Pittsburgh, PA 15252-8016

Phone: 877-277-9935

Web site: hitp:/fwww.bnymellon.com/shareowner/isd

Inquiries regarding stock transfers, lost certificates or
address changes should be directed 10 the transfer
agent at the above address.

Stock Listing
NYSE Stock Market
Symbol: CDL

General Inquiries & Reports

A copy of our Form 10-K Annual Repont for 2007, as
filed with the Securities and Exchange Commission,
is available without charge to stockholders upon
written request to the Corporate Address listed above.
The Form 10-K contained in this Annual Report and
other reports are available on our Intemet Web site
and at www.sec.gov, the Web site for the Securities
and Exchange Commission.




® Mixed Sources

EFSC

Product group from welbmanaged
forests, controlled sources and
recyded wood or fiber

www.ficorg Cert no, 5C5-COC-00648
© 1996 Forest Stewardship Council




—'fe,'/ g§"&r y

CITADEL BROADCASTING CORPORATION (4
7201 West Lake Mead Boulevard, Suite 400 W 90:.60 -
Las Vegas, Nevada 89128 ", . v

(702) 804-5200 g
Wy
.
' _ ‘ 7 Wy,
To the Stockholders of Citadel Broadcasting Corporation: By " Np

You are cordially invited to attend the 2008 Annual Meeting (the *‘Annual Meeting”) of Stockholders of
Citadel Broadcasting Corporation (the “Company™) to be held on Monday, May 19, 2008, at 8:00 a.m., eastern
time, at the JPMorgan Chase Conference Center, 270 Park Avenue, 11® Floor, Room C, New York, NY 10017.

The purpose of the Annual Meeling is 1o elect three members of the Company’s Board of Directors, to ratify
the appointment of the Company’s independent registered public accountants and to conduct such other business
as may properly come before the meeting or any adjournment or posiponement thereof,

[n accordance with rules and regulations recently adopted by the Securities and Exchange Commission (the
“SEC™), instead of mailing a printed copy of our proxy materials, including our annual report 1o stockholders for
the year ended December 31, 2007 (the “Annual Report”), to each stockholder of record, we now furnish proxy
materials to our stockholders on the Internel. The SEC's “e-proxy” rules require us 10 make our proxy statement
and related proxy materials available on the Internet. As a result, many of you already have received a “Notice of
Internet Availability of Proxy Materials,” which was mailed on or about April 4, 2008. That notice described
how you can obtain our proxy materials (consisting of this proxy statement, a form of proxy card and the Annual
Report). The e-proxy rules provide us the opportunity for cost savings on the printing and distribution of our
proxy materials. If possible and convenient for you, you can view our proxy materials on the Internet.
Aliematively, you can receive paper copies of the proxy materials upon request.

All stockholders of record at the close of business on March 20, 2008 are entitled to notice of, and 10 vote at,
the Annual Meeting. Whether or not you plan to attend the Annual Mecting. your vole is important, and we
encourage you to vote promptly. You have two available methods 1o vote your shares:

}.  You may vote your shares electronically via the Internel; or

2. You may request a paper copy of the proxy materials and then vote your shares by telephone or by
mailing in your completed paper proxy card.

If you decide to attend the Annual Meeting, you will be able to vote in person, even if you have previously
submitted your proxy.

Instructions on how to vote your shares via the Internet are contained on the “Notice of Internet Availability of
Proxy Materials.” Instructions on how to obtain a paper copy of the proxy materials, including a paper proxy card, are
also available on the “Notice of Internet Availability of Proxy Materials.” If you request a paper copy of the proxy
materials, you may vote by telephone or you may mark, sign, date and return the paper proxy card in the envelope
provided.

We look forward to seeing you ot the Annual Meeting and appreciate your continued support.

Sincerely,

DN

Farid Suleman

Chairman and Chief Executive Officer
Las Vegas, Nevada
April 4, 2008




CITADEL BROADCASTING CORPORATION
7201 West Lake Mead Boulevard, Suite 400
Las Vegas, Nevada 89128
(702) 804-5200

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON MAY 19, 2008

To the Stockholders of Citadel Broadcusting Corporation:

The 2008 Annual Meeting of Stockholders of Citadel Broadcasting Corporation (the “Company ™) will be
held on Monday. May 19, 2008, at 8:00 a.m., eastern time, at the JPMorgan Chase Conference Center, 270 Park
Avenue, |1t Floor, Room C, New Yourk, NY 10017. The purpose of the meeting is lo consider and act upon:

). the election of three Class 1] Directors 1o the Company’s Board of Directors;

2. the ratification of the appoiniment of Deloine & Touche LLP 1o serve as independent registered public
accountants for the year ending December 31, 2008; and

3. such other business as may properly come before the meeting or any adjournment or postponement
thereof.

Stockholders of record at the close of business on March 20, 2008 will be entitled to notice of and 10 vote a1
the Annual Meeting and at any adjournment or postponement thereof.

Instructions on how to vote your shares via the Internet are contained on the “Notice of Internet Availability
of Proxy Materials,” which was mailed on or about April 4, 2008. [nstructions on how to obtain a paper copy of
the proxy materials, including a paper proxy card and the Company’s Annual Report to Stockholders for the year
ended December 31, 2007, are listed on the “Notice of Internet Availability of Proxy Materials.” These materials
can also be viewed online by following the instructions listed on the “Notice of Internet Availability of Proxy
Materials.”

If you received a paper copy of the proxy materials, you may voie by telephone or you may mark, sign, date
and mail the paper proxy card in the envelope provided.

By Order of the Board of Directors

s

Jacgquelyn ). Omr
Secretary

Las Vegas, Nevada
April 4, 2008

WHETHER OR NOT YOU PLAN TO ATTEND THE MEETING, WE URGE YOU TO VOTE YOUR
SHARES BY PROXY VIA THE INTERNET, BY TELEPHONE OR BY MAILING IN A COMPLETED
PROXY CARD. INSTRUCTIONS ON HOW TO VOTE YOUR SHARES BY PROXY VIA THE
INTERNET ARE CONTAINED ON THE “NOTICE OF INTERNET AVAILABILITY OF PROXY
MATERIALS.” IF YOU REQUEST A PAPER COPY OF THE PROXY MATERIALS, YOU MAY
VOTE BY TELEPHONE OR YOU MAY MARK, SIGN, DATE AND RETURN THE PAPER PROXY
CARD IN THE ENVELOPE PROVIDED.




CITADEL BROADCASTING CORPORATION
7201 West Lake Mead Boulevard, Suite 400
Las Vegas, Nevada 89128
(702) 804-5200
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SOLICITATION OF PROXIES

This Proxy Statement (the “Proxy Statement™) is furnished in connection with the solicitation of proxies by
Citadel Broadcasting Corporation (the “Company”} for use at the Company's 2008 Annual Meeting of
Stockholders, 10 be held on Monday, May 19, 2008, at 8:00 a.m., eastern time, at the JPMorgan Chase
Conference Center, 270 Park Avenue, | 1" Floor, Room C, New York, NY 10017 (the “"Annual Meeting”), and at
any adjournment or postponement thereof. Each valid proxy received in time will be voted at the meeting
according to the choice specified, if any. A proxy may be revoked at any time before the proxy is voted, as
outlined below,

In accordance with rules and regulations recently adopted by the Securities and Exchange Commission (the
“SEC"), instead of mailing a primed copy of our proxy materials, including our annual report to stockholders for
the year ended December 31, 2007 (the “Annual Report™), to each stockholder of record, we now furnish proxy
materials, including the Annual Repon, to our stockholders on the Internet. On or about April 4, 2008, we sent a
“Nolice of Internet Availability of Proxy Materials” (the “E-Proxy Notice") to our stockholders. If you received
the E-Proxy Notice by mail, you will not automatically receive by mail the proxy materials (consisting of this
Proxy Statement, a form of proxy card and the Annual Report). Instead, the E-Proxy Notice instructs you as to
how you may access and view the proxy materials, including the Annual Report, on the Internet, If you would
like to receive a printed copy of our proxy materials, including the Annual Report, please follow the instructions
for requesting such materials included in the E-Proxy Nolice. Upon request, we will promptly mail you paper
copies of your proxy materials free of charge.

The board of directors of the Company (the “Board of Direciors” or the “Board” and each member ss
referred to as a “‘Director” or a “director”) has fixed the close of business on March 20, 2008 as the record date
for the Annual Meeting (the “Record Date™). If your shares of common stock of the Company are regisiered
directly in your name on the records of BNY Mellon Shareowner Services, you are considered a stockholder of
record and will receive an E-Proxy Notice and other proxy materials from the Company. If your shares are held
through a broker, bank or other financial institution, you are considered the beneficial owner of shares held in
street name and will receive an E-Proxy Nolice and other proxy materials from your broker, bank or other
institution, If you hold your shares in street name, you are generally entitled to provide voting instructions to the
registered holder.

VOTING BY PROXY

You may vote your shares by proxy electronically via the Internet, by telephone or by sending in a paper
proxy card. Instructicns on how (0 vole your shares via the Intermet are contained on the E-Proxy Notice.
Instructions on how to obtain a paper copy of the proxy materials, including a paper proxy card, are also
available on the E-Proxy Notice. If you received a paper copy of the proxy matedals, you may vote by telephone
or you may mark, sign, dale and return the paper proxy card in the envelope provided.

You may revoke or change your proxy al any time before it is exercised by:

* delivering written notice of revocation to the Company's Sccretary, Jacquelyn J. Orr, in time for her 10
receive it before the Annual Mecting;

» voling again by Iniemel, 1elephone or mail (provided that such new vote is received in a timely manner
pursuant to the instructions above); or

* voling in person at the Annual Meeling.

The last vole that we recetve from you will be the vote that is counted.




Whether you vote your proxy electronically over the Imiernet, by telephone or by mail, the Company will
treat your proxy the same way. The individuals appointed us proxyholders will be Farid Suleman and Jacquelyn
), Orr. The shares of common stock of the Company represented by valid proxies that we receive in time for the
Annual Meeting will be voted as specified in such proxics. Valid proxies include all properly executed, written
paper proxy cards received pursuant to this solicitation that are not later revoked. Voting your proxy will not
limit your right to vote at the Annual Meeting if you later decide to attend in person. Executed but unvoted
proxies will be voted in accordance with the recommendations of the Board of Directors. Below this paragraph,
the Board’s recommendation is set forth together with a description of each item in this Proxy Statemenl. In
summary, the Board recommends a vote:

FOR Proposal | — the election of the Board of Directors’ nominees for Class [I Directors; and

FOR Proposal 2 — the ratification of Deloitie & Touche LLP as the Company’s independent registered
public accountants for the year ending December 31, 2008.

If any other matters properly come before the Annual Meeting, the persons named on the proxies will,
unless the stockholder otherwise specifies in the proxy, have the discretion to vole upon such matters in
accordance with their best judgment.

VOTING SECURITIES

The Company has one class of outstanding voting securities, common stock, par value $0.01 per share. As
of March 20, 2008, there were 263,779,331 shares of common stock of the Company outstanding, net of shares
held in.treasury. Only stockholders of record of common stock of the Company at the close of business on the
Record Date, are entitled to vote at the Annual Meeting,

Each share of common siock of the Company is entitled to one vote. The presence in person or by proxy of
holders of a majority of the voting power of the shares of common stock of the Company outstanding and entitled
to vole at the meeting on the Record Date will constitute a quorum, permitting the stockholders to act on
Proposal 1 regarding the election of directors: Proposal 2 regarding the ratification of the appointment of our
independent registered public accountants for the year ending December 31, 2008; and other business maiters
propesly brought before the Annual Meeling.

The vote of a plurality of the shares of the common stock of the Company present in person or by proxy at
the Annual Meeting is required to elect each of the Class 11 director nominees, Abstentions and broker non-votes
in connection with the election of directors have no effect on such election since directors ase elected by a
plurality of the votes cast at the meeting.

For all other business maiters, including the matter set forth in Proposal 2 in this Proxy Statement, the
affirmative vote of the holders of a majority of the voting power of the shares of common stock of the Company
entitled to vote at the meeting and constituting a quorum is required to pass the proposal. Abstentions with
respect to these other matters will be considered a vote against the proposal and broker non-votes will have no
effect on such matters since these votes will not be considered present and entitled to vote for this purpose.
Broker non-votes will, however, be considered as present for determining whether a quorum is present al the
meeting. A broker non-vote occurs when the nominee of a beneficial owner with the power to vote on at least one
matter does not vote on another matier because the nominee does not have the discretionary voting power and
has not received instructions from the beneficial owner with respect to such matter.

Company management is not aware of any matters, other than those specified above, that will be presented
for action at the Annual Meeting, but if any other matiers do properly come before the meeting, the proxy holders
will vote as recommended by the Board of Directors, or, if no recommendation is given, in their own discretion.
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DIRECTORS AND EXECUTIVE OFFICERS
Directors

Our Directors are identified and discussed in connection with our discussion of Proposal |, beginning on
page 37.

Executive Officers

We have listed below biographical information for each person who is curremly an executive officer of the
Company.

Farid Suleman is the Company’s Chairman of the Board and Chief Executive Officer. Mr. Suleman {age
56) joined the Company in March 2002. Prior to joining the Company, from February 2001 to February 2002,
Mr. Suleman was President and Chief Executive Officer of Infinity Broadcasting Corp., one of the largest radio
and outdoor advertising companies in the United States. He was Executive Vice President, Chiel Financial
Officer. Treasurer and a director of [nfinity Broadcasting from September 1998 to February 2001 when Infinity
Broadcasting was acquired by Viacom Inc. (“Viacom™). Mr. Suleman was a direcior of Westwood One, Inc. until
February 22, 2006. Mr. Suleman was special limited partner of Forstmann Little & Co. ("Forstmann Little &
Co,” or “Forstmann Liule™) from March 2002 until June 2007.

Judith A. Ellis has been the Company's Chief Operating Officer since February 2003, Prior to joining the
Company, Ms. Ellis (age 59) served since 1997 as Senior Vice Presidenv/Market Manager for Emmis
Communications Corporation.

Robert G. Freedline wus the Company’s Chief Financial Officer and principal financial officer from
May 26, 2006 to January 31, 2008. He was also the Company's principal accounting officer from May 26, 2006
until November 6, 2006. Prior 1o joining the Company, Mr. Freedline (age 50) served as the Senior Vice
President, Treasurer of Viacom from May 2002 to March 2005. Prior 10 that time, he served as the Vice President
and Treasurer of Viscom from May 2000 1o May 2002. From May 1998 to May 2000, he served as Vice
President and Controller of CBS Corporation. Immediately prior to his appointment, Mr. Freedline provided
consulting services 10 the Company. Upon his departure from Viacom, Mr, Freedline entered into a consulting
agreement under which he has agreed, through the period ending December 31, 2008 but subject 1o earlier
termination under certain circumstances, (o provide consulting services of limited scope and in limited
circumslances relating to Viacom’s business during his tenure at such former employer and its predecessors.

Jacquelyn J. Orr has been the Company’s Vice President, General Counsel and Secretary since May 15,
2006. Prior 1o joining the Company. Ms. Orr (age 41) served as Associate Counsel for Entercom
Communications Corp. since January 2000. She previously worked as Litigation Counsel for CBS Inc. and as an
associate at Levine Sullivan & Koch in Washington, DC and Dechert, Price & Rhoads in Philadelphia.

Randy L. Taylor has been the Company's Chicf Financial Officer and principal financial officer since
February 29, 2008. Mr. Taylor (age 45) also currently holds other positions at the Company. Since February 1,
2008, Mr. Taylor has served as the Company's Senior Vice President. From February 1, 2008 until February 29,
2008, Mr. Taylor served as the Company's Acting Chief Financial Officer and acting principal financial officer.
Since November 6, 2006, Mr. Taylor has served as the Company’s Vice Presidem, Finance—®Principal
Accounting Officer. Since September 2006, Mr. Taylor has been the Vice President, Finance—Principal
Accounting Officer of Citade! Broadcasting Company, the Company's wholly-owned subsidiary, and he
continued in this capacity after his November 6, 2006 appoiniment. From January 2001 through September 2005,
Mr. Taylor served as the Company’s Vice President—Finance and corporate secretary, and from April 1999
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through January 2001, as its Vice President-—Controlier. During the year between September 2005 and
September 2006, Mr. Taylor served as Vice President—Corporate Controller for Bally Technologies, Inc.

Patricia Stratford has been the Company's Senior Vice President—Finance and Administration and
Assistam Secretary since May 26, 2006. Ms. Stratford (age 45) served as the Company’s Acting Chief Financial
Officer from September 14, 2005 uniil May 26, 2006, and was the Company's Vice President, Finance—
Administration from August 2003 unti! October 1, 2005, Prior to joining the Company, Ms. Stratford served as
Director—Finance Administration and Benefits for Infinity Broadcasting Corporation from January 1999 until

July 2003.




SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

Principal Stockholders

The following 1able sets forth information Ircgarding the beneficial ownership of the common stock of the

Company. The able includes:

+ each person who is known by the Company to be the beneficial owner of more than 5% of the

outstanding common stock of the Company;

+ each of the Company’s current directors, nominees for election as a director and each other person who

served as a director in 2007;

» each current executive officer of the Company named in the summary compensation table in this Proxy

Statement and each other person who served as an executive officer in 2007; and

» all such directors and all executive officers as a group.

Except as otherwise indicated, the persons or entities listed below have sole voting and investment power
with respect to all shares of common stock of the Company beneficially owned by them, except to the extent this
power may be shared with a spouse. Unless indicated below, the address for each individual listed below is City

Center West, 7201 West Lake Mead Boulevard, Suite 400, Las Vegas, Nevada 89128, '

As of March 20, 2008, there were 263,779,331 shares of common stock of the Company outstanding, net of

shares held in treasury.

Shares Beneficiatly Owned(1)

Name Number Percent
5% Stockholders:
Hotchkis and Wiley Capital Management, LLC(2) ............ . ooiiiiiiiin 22,909,200 8.69%
Forstmann Little & Co. Equity Partnership-VLLP.(3) ... ... e 34,484,608 13.07%
Forstmann Litwle & Co. Equity Partnership-VILL.P.(3) ..ot 11,064,880 4.19%
Forstmann Liule & Co. Subordinated Debt and Equity Management Buyout Parinership-V1,

0 X 1 R P L 21,662,812 8.21%
Forstmann Little & Co. Subordinated Debt and Equity Management Buyout Partnership-VIIL,

0 - () T 9.065.403 l44%
Directors:
Farid Suleman(d)(S) .. it e e e e e e e 4,679.511 *
Katherine BIOWn(6) ... .. ..ttt ittt ittt aa it ea i 3,334 .
J. Anthony Forstmann(3)(7) .. oo oo i e i e e e 60.000 .
Theodore J. Forstmanig3) . ... .ot e e e 76,277,703 28.92%
Michael A, MIIESIII(B) . . ot e ettt ettt e et e e e 502.000 .
Michael J.Regan(9) .........ccoviinreiiii i, e 35.000 .
Thomas V. Reifenheiser(10) .. .. ... o i i e i et 10,000 *
Charles P. ROSE, JT{T) o vttt it ittt raee s aa st sisnnanaaararraans 80,000 hd
Herber 1 Siegel(7) . . oottt it e i e e 60,000 .
Wayne T. Smith(3)(11){12) ..ot e i e e 1,075.000 *
Other Named Executive Officers:
Judith A, EHIS(Ia) . .ottt et ittt s 550,792 *
Robert G. Freedline(14) .. ... ..ot i ittt racnnsit i ianaaaaans 20.734 *
Jooquelyn 1 Om{15) ..ot et e 47,183 ’
Patricia SUatford(16) .. ..o vn ittt e e e e 95,081 *
Randy L. Taylor (18] .\ cier ittt et is i cr e eas 70,573 *

1.57%

All Directors and Named Executive Officers as a Group (15 persons)}(19)(20) .......... 83,566,911
*  Less than 1%. ' '




(1} A person or group of persons is deemed 1o have “beneficial ownership” of any shares of commen stock of the Company
when a person or persons has the right to acquire them (for example, upon exercise of an option) within 60 days of the
date as of which the information is provided. For purposes of computing the percentage of cutstanding shares of common
stock of the Company held by each person or group of persons named above, any shares which a person or persons have
the right to acquire within 60 days after the date of this Proxy Statement are deemed 1o be outstanding but are not
deemed to be outstanding for the purpose of computing the percentage ownership of any other person. As a result, the
percentage of outstanding shares of any person as shown in the table does not necessarily reflect the person’s actual
voting power at any particular date.

(2) These securities arc owned by various persons. As reported in the Schedule 13G filed with the SEC dated February 13,
2008, Hotchkis and Wiley Capital Management, LLC (“HWCM™) serves as an investment adviser with power to direct
investments and/or sole power to vote the securities. HWCM has sole voting power over 20,447,900 shares (which
includes 437,100 shares over which Hotchkis and Wiley Mid-Cap Value Fund (“HW Mid-Cap™) has sole voting power)
and sole dispositive power over 22,909,200 shares (which includes 437,100 shares over which HW Mid-Cap has sole
dispositive power). For purposes of the reporting requirements of the Securities Exchange Act of 1934, as amended,
HWCM may be deemed to be a beneficial owner of such securities; however, HWCM expressly disclaims that it is, in
fact, the beneficial owner of such securities. The address of HWCM and HW Mid-Cap is 725 5. Figueroa Street, 3%th F1.,
Los Angetes, CA 90017,

(3) The general partner of Forstmann Litile & Co, Equity Partnership-VI, L.P., a Delaware limited partnership (“Equity-
V1™, and Forstmann Little & Co. Equity Partnership-VIL, L.P.. a Delaware limited partnership (“Equity-VIIL"), is FLC
XXX\ Partnership, L.P., a New York limited partnership (“FLC XXX1I"}). The general panners of FLC XXXII are
Theodore J. Forstmann, Winston W. Hutchins and Chris Davis, The genera! partner of Forstmann Little & Co.
Subordinated Debt and Equity Management Buyoul Partnership-VI1, L.P., a Delaware limited pannership (“MBQ-VII"),
and Forsunann Litile & Co. Subordinated Debt and Equity Management Buyout Partnership-V1Il, L.P., a Delaware
limited partnership (“MBO-VIII™), is FLC XXXII! Partnership, L.P., a New York limited pantnership (“FLC XXXIII™).
The general partners of FLC XXXIII are Theodore J. Forstmann, Winston W. Hutchins and Chris Davis. Accordingly,
each of the individuals named above, other than Ms. Davis for the reasons described below, may be deemed the
beneficial owners of shares owned by Equity-V1, Equity-VII, MBO-VII and MBO-VII and. for purposes of this tablc,
beneficial ownership is included. Ms, Davis does not have any voting or investment power with respect to, or any
economic interest in, the shares of common stock of the Company held by Equity-VL, Equity-VII, MBO-VIl or
MEBO-VIIL; and, accordingly, Ms. Davis is not deemed to be a beneficial owner of these shares. Messrs. Theodore J.
Forstmann and }. Anthony Forstmann are brothers. Mr. Miles is a member of the Forstmann Little & Co. advisory board
and is an investor in certain affiliated partnerships of Forstmann Little & Co., which give him an economic interest in
certain portfolio investments, including the Company. Messrs. J. Anthony Forstmann and Michael A. Miles are special
limited partners of Forstmann Little & Co. Wayne T. Smith is a limited partner in Equity-V1 and Equity-VIL, which gives
him an economic irterest, but no voting or investment power, in the shares of commen stock of the Company held by
those entities. Accordingly, Mr. Smith is not deemed to be a beneficial owner of these shares except to the extent of any
pecuniary interest therein. None of the other limited partners in each of FLC XXX11, FLC XXXIli, Equity-VI. Equity-
VII, MBO-VI1I and MBOQ-VIII is otherwise affiliated with the Company or Forstmann Little & Co. The address of FLC
XXX1I, FLC XXX, Equity-V1, Equity-VII, MBO-VIl and MBO-VIII, and for J. Anthony Farstmann, Theodore 1.
Forstmann, Winstan W, Hutchins, Chris Davis and Michael A. Miles is ¢/o Forstmann Little & Co., 767 Fifth Avenue,
New York, New York 10153.

4) Includes 337,500 shares subject to options that are currently exercisable or exercisable within 60 days of the date as of
which this information is provided. Also includes approximately 944 shares held in the Citadel Broadcasting Company
401{k) Retirement Savings Plan and 416,666 restricted shares that vest on October 1, 2008 subject to the Company’s
satisfaction of certain performance objectives and Mr. Suleman’s continuous employment with the Company through the
applicable vesting date.

(5) Mr. Suleman is the custodian for his children with respect to 20,000 shares, over which he disclaims any beneficial
ownership. These shares were included for purposes of calculating Mr. Suleman’s beneficial ownership interest.

(6) Ms, Brown resigned from the Board of Directors effective June 30, 2007.

(7) Includes 50,000 shares subject to options that are currently exercisable or exercisuble within 60 days of the date as of
which this information is provided and 6,666 restricted shares that vest in two portions annually, on each of the annual
meetings of stockholders of the Company, with the first one-half vesting as of the Annual Meeting, subject to the
director’s continuous service to the Company through the business day immediately preceding such annual meeting.

(8) Includes 60,000 shares subject to options that are currently exercisable or exercisable within 60 days of the date as of
which this information is provided and 6,666 restricted shares that vest in iwo portions annually, on each of the annual
meetings of stockholders of the Company, with the first one-half vesting as of the Annual Meeting, subject to the
director’s continuous service to the Company through the business day immediately preceding such annual meeting.
Pursuant 10 a contractual arrangement with FLC XXXII, an affiliate of Equity-V], Mr. Miles is entitled to psyment from
such affiliate in respect of certain share dispositions to the extent proceeds of dispositions exceed $13.00 per share.




Alternatively. Mr. Miles may purchase such shares for $13.00 per share. These shares were not considered for purposes
of calculating Mr. Miles' beneficial ownership interests, Mr. Miles is a member of the Forstmann Liule & Co. advisory
board: is special limited partner of Forstmann Linle & Co. and is an investor in cenain affiliated partnerships of
Forstmann Little & Co.. which give him an economic interest in centain portfolio investments, including the Company.

(9) Mr. Regan became a director on February 28, 2007, On March 23, 2007, the compensation committee authorized a grant
of 10,000 restricted shares that vest in three portions annually, on cach of the annual meetings of stockholders of the
Company, with the first one-third vesting as of the Annual Meeting, subject to the director's continuous service to the
Company through the business day immediately preceding such annual meeting.

(10) Mr. Reifenheiser became & director effective on November 30, 2007, On December 7, 2007. Mr. Reifenheiser purchased
10,000 shares of the Company's common stock. )

(11) Includes 6,666 resiricted shares that vest in two portions arnually, on each of the annual meetings of stockholders of the
Company, with the first one-half vesting as of the Annual Meeting, subject to the director’s continuous service to the
Company through the business day immediately preceding such annual meeting.

(12) Includes 1.000.000 shares owned by Mr. Smith's spouse. Mr. Smith disclaims beneficial ownership of the shares held by
his spouse.

{13) Includes approximately 944 shares held in the Citadet Broadcasting Company 401(k) Retirement Savings Plan, 318750
shares subject to options that are currently exercisable or exercisable within 60 days of the datc as of which this
information is provided and 100,000 performance-based restricted shares that will vest in three equal portions on
March 22, 2008. 2009 and 2010, subject to cenain performance objectives.

(14) Mr. Freedline resigned effective January 31, 2008.

(15} Includes §6,666 restricicd shares that vest in two equal portions annually on May 15, 2008 and 2009 and 25,000
restricted shares that vest in three equal portions annually on March 22, 2008, 2009, and 2010, in each case subject lo
Ms. Orr's continuous employment with the Company.

(16) Includes approximately 732 shares held in Citadel Broadcasting Company 401(k) Retiremen Savings Plan, and 31,250
shares subject to options that are currently exercisable or exercisable within 60 days of the date as of which this
information is provided and 25,000 restricted shares that vest in three equal portions annually on March 22, 2008, 2009
and 2010, subject to Ms. Stratford’s continuous employment with the Company.

(17) Includes approximately 383 shares held in the Citadel Broadcasting Company 401(k) Retirement Savings Plan, and
6.666 restricted shares that vest in two equal portions annually on each of November 6, 2008 and 2009, and 7,500
restricted shares that vest in three equal portions annually on March 22, 2008, 2009 and 2010, in cuch case subject to
Mr. Taylor's continuous employment with the Company.

(18) Mr. Taylor has been the Company's Chief Financial Officer and principal financial officer since February 29, 2008.

(19) Includes 957,500 shares subject 1o options that are currently exercisable or exercisable within 60 days of the date as of
which this information is provided.

(20) If Katherine Brown's and Robert G. Freedline’s shares are not considered in the calculation of Shares Beneficizally
Owned by All Directors and Executive Officers as a Group, then the number of people is 13, the number of shares is
83,542,843 and the percent of shares is 31.56%

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Securities Exchange Act of 1934, as amended (the “Exchange Act”) requires the
Company's executive officers and directors and persons who own more than 10% of the common stock of the
Company to file reports of ownership and changes in ownership of common stock of the Company with the SEC
and the New York Stock Exchange (“NYSE™). Based solely on a review of copies of such reports and written
representations from the reporting persons, the Company believes that during the year ended December 31, 2007,
its executive officers, directors and greater than 10% stockholders filed on a timely basis all reports due under
Section 16(a) of the Exchange Act.




CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
Policies and Procedures for Review, Approval or Ratification of Related Transactions

Qur directors and executive officers (and other employees) are expected to adhere to the Company’s Code
of Business Conduct and Ethics. Our Code of Business Conduct and Ethics is available free of charge on the
Company’s website at hutp://www citadelbroadcasting.com under “Investor Relations™ where you can click on
the link to “Corporate Governance” and the “Code of Business Conduct and Ethics.” In the event that any action
arises or is proposed that would require a waiver of or a deviation from our Code of Business Conduct and
Ethics, or in the evemt that any actual or potential conflict of interest arises involving any of our directors or
executive officers, our policy requires that the matter be reported to the Company’s Board of Directors. In the
event of such conflicts, the director or direciors involved, if any, shall recuse themselves from any decision
affecting their personal interests, and the matters are discussed and determined by the remaining uninierested
directors. In the event of a conflict or concern involving our Chief Executive Officer, the uninteresied
non-management members of the Board discuss and determine any such malters.

Certain Relationships and Related Transactions

In June 2001, the Company was capitalized by four partnerships affiliated with Forstmann Little & Co. and
members of the Company’s management to acquire Citadel Communications Corporation, which was then a
publicly owned company. The Company financed the acquisition by issuing its commen stock to the Forstmann
Little partnerships and members of management, by incurring indebtedness under a new credit facility and by
issuing an aggregate of $500.0 million of subordinated debentures to two of the Forstmann Little partnerships.
These partnerships immediately distributed the subordinated debentures to their respective limited partners. On
February 18, 2004, the Company prepaid all of the oustanding subordinated debentures with the net proceeds
from the offering by the Company of 9,630,000 shares of common stock and the issuance of $330.0 million of
convertible subordinated notes.

Since the merger (the “Merger’™) involving the Company, Alphabet Acquisition Corp. (a wholly-owned
subsidiary of the Company), The Walt Disney Company (“Disncy”), and ABC Radio Holdings, Inc. (formerly
known as ABC Chicago FM Radio, Inc.), a Delaware corporation and wholly-owned subsidiary of Disney, which
became effective on June 12, 2007, neither Forstmann Little & Co. nor any of its affiliated partnerships has any
contractual right to designate a nominee for election to the Company’s Board of Directors. In addition, the
Company is no longer obligated to solicit proxies in favor of any nominees recommended by Forstmann Little &
Co., nor must the Company take any action to cause any nominees recommended by Forstmann Little & Co. to
be elected.

The Company also granted 10 the Forstmann Little & Co. partnerships six demand rights to cause the
Company to file a registration statement under the Securities Act of 1933, as amended, covering resales of all
shares of common stock of the Company held by the Forstmann Little partnerships, and 1o cause the registration
statement to become effective. The registration rights agreement also grants “piggyback” registration rights
permitting the Forstmann Little partnerships to include their registrable securities in a registration of securities by
the Company. Under the agreement, the Company will pay the expenses of these registrations.

The Company reimburses Forstmann Little & Co. and its affiliates for expenses paid on the Company's
behalf and receives reimbursements from Forstmann Little & Co. for expenses paid on its behalf, including travel
and related expenses and office and other miscellaneous expenses. For the years ended December 31, 2005, 2006
and 2007, the Company reimbursed Forstmann Liule & Co. and its affiliates a net amount of approximately $2.2
million, $1.9 million, and $1.7 million respectively. Forstmann Little & Co. also provided ase of office space to
centain of the Company's execulive officers and employees at no cost through December 2006, and the Company
entered into a lease for office space with a third pany in 2007,




FL Aviation Corp., an affiliate of Forstmann Little & Co., operates and maintains the Company's corporate
aircraft a1 cost. In connection therewith, the Company reimburses all costs incurred by FL Aviation Corp. in
operating the aircraft, and amounts related to these reimbursements are included in the annual amounts above.

The Company's Chairman and Chief Executive Officer, Farid Suleman, was a special limited partner of
Forstmann Little & Co. from March 2002 until June 2007. Mr. Suleman was paid approximately $0.6 and $0.3
million for the years ending December 31, 2005 and 2006, respectively, for providing advice and consulting
services to Forstmann Little & Co. as a special limited partner. Mr. Suleman had the right 1o invest in Forstmann
Little & Co. portfoio investments from time to time from March 2002 until June 2007. Mr. Suleman invested in
one of the Forstmann Little partnerships’ investments during the time that he was a special limited partner but not
during the 2007 fiscal year.

Cenain of our current and former directors and officers have or have had relationships with Forstmann
Little & Co. Theodore J. Forstmann, 2 member of the Company's Board of Directors, is the senior partner of
Forstmann Little & Co. Two of our other directors, Mr. Forstmann’s brother, 1. Anthony Forsimann, and Michael
A. Miles are special limited partners of Forstmann Little & Co. Mr. Miles also serves on the Forstmann Little
advisory board and is an investor in certain portfolio companies of Forstmann Little. Another of our directors,
Wayne T. Smith is a limited partner of two of the funds that own shares of common stock of the Company.

Mr. Smith also is a director of 24 Hour Fitness Worldwide, Inc., 2 majority of the stock of which is controlled by
certain affiliated partnerships of Forstmann Litile & Co. As a result of their relationships with Forstmann Little &
Co., Messrs. Theodore J. Forstmann, J. Anthony Forstmann, Miles and Smith have an economic interest in
centain of the Forstmann Litile & Co. partnerships and their portfolio investments, including the Company. Of
those directors, however, only Mr. Theodore J. Forstmann has any voting or investment power over the shares of
common stock of the Company, arising from his position as senior partner of Forstmann Little & Co. Another
director, Herbert J. Siegel, serves as a director of IMG Worldwide, Inc., a majority of the stock of which is
controlled by certain affiliated partnerships of Forsimann Linte & Co. As a result of these relationships, when
conflicts between the interests of the Forstmann Little partnerships and the interests of our other stockholders
arise, these directors and officers may not be disinterested. Under Delaware law, although our directors and
officers have a duty of loyalty to us, transactions that we enter into in which a director or officer has a conflict of
interest are generally permissible so long as the material facts as 1o the director’s or officer’s relationship or
interest as (o the transaction are disclosed to our Board of Directors and a majority of our disinterested directors
approves the transaction, or the transaction is otherwise fair to us.

CORPORATE GOVERNANCE

Companies listed on NYSE must comply with certain standards regarding corporate governance, as codified
in Section 303A of the Listed Company Manual of NYSE, with some exceptions. A company of which more than
50% of the voting power is held by an individual, a group or another company need not comply with the
requirements of Sections 303A.01 Independent Directors, 303A.04 Nominating/Corporate Governance
Committee or 303A.05 Compensation Committee. Since four of the Company's stockholders, Forstmann
Little & Co. Equity Partnership-V1, L.P., Forstmann Litle & Co. Equity Partnership-V1l, L.P., Forstmann
Little & Co. Subordinated Debt and Equity Management Buyout Partnership-VI1I, L.P. and Forstmann Little &
Co. Subordinated Debt and Equity Management Buyout Partnership-VIil, L.P., which are affiliates of each other,
used to control more than 50% of the combined voting power of the common stock of the Company. the
Company used to elect to avail itself of the above exemptions from these three requirements and accordingly, the
Company's Board of Directors had a standing compensation committee and audit committee, but not a
nominating/corporate governance commitiee. Subsequent to the Merger, however, the Company was no longer
able to avail itself of the above exemptions because these four Company stockholders no longer controlled more
than 50% of the combined voting power of the common stock of the Company. As a result, the Company
established a Nominating/Corporate Governance Commitice as required by NYSE Section 303A.04 and now
complies with the requirements of Sections 303A.01 Independent Directors and 303A.05 Compensation
Committee.




The Board has affirmatively determined that Charles P. Rose, Jr.; Thomas V. Reifenheiser; both members of
the nominating/corporate governance committee: Michael A. Miles and Herbert ). Siegel; ali four individuals
who served on the audit committee during 2007 Katherine Brown, Michael A. Miles, Michael J. Regan and
Wayne T. Smith; and all three individuals who have served on the compensation commiltee as of the date of the
Merger: Michael A. Miles, Herbert J. Siegel and Wayne T. Smith, each qualify as “independent” under NYSE's
and the SEC’s corporate governance rules, and that our Chairman and Chief Executive Officer, Farid Suleman,
does not qualify as “independent” under either set of rules. In making its determination regarding the
independence of each of those directors under applicable NYSE and SEC rules, the Board of Directors
considered each of the relationships identified under “Centain Relationships and Related Transactions™ in this
Proxy Statement and, with respect to the members of the nominating/corporate governance committee, audit
commitiee and compensation committee, discussed under “The Nominating/Corporate Governance Commitice,”
“The Audit Committee” and “The Compensation Commitiee” below. With respect to each person identified as
independent, the Board of Dircctors determined that those relationships do not affect the individual’s
independence because, as applicable, he or she has not made any commitment to the affiliated partnerships of
Forstmann Little & Co. and none of the rights of an advisory board member or of a special limited partner or of
service on the board of directors of a Forstmann Little & Co. affiliate are contingent in any way on or affected by
his or her continued service as a director or member of our Board of Directors.

The Company has undertaken a review of its corporate governance policics and taken the foIIowing_'
measures to comply with the rules and regulations of the SEC and NYSE regarding corporate governance
practices: ’ ’

*  Adopted governance guidelines for the Board of Directors.
s Adopted procedures for our non-management directors to meet in executive sessions.

+  Adopted a Code of Business Conduct and Ethics that is applicable to all of cur directors, officers and
employees.

»  Adopted a Supplemental Code of Ethics for Principal Executives and Senior Financial Officers that is
applicable to our chief executive officer, chief operating officer, principal financial officer, senior vice
president of finance and administration and principal accounting officer.

» Adopted a policy on reporting of improper financial practices to address accounting or auditing
CONCEmNS,

»  Adopted an Audit Committee Charter, incorporating the applicable requirements of the Sarbanes-Oxley
Act of 2002, as amended (“Sarbanes-Oxley”), NYSE and the related regulations.

» Adopted a Compensation Commitiee Charter, incorporating the applicable requirements of Sarbanes-
Oxley, NYSE and the related regulations.

»  Adopted a Nominating/Corporate Governance Committee Charter, incorporating the applicable
requirements of NYSE.

»  Adopted a Securities Trading Policy to ensure that persons subject to the reporting requirements of
Section 16 of the Exchange Act will be able to comply with all applicable filing requirements in a
timely manner.

The Company’s Corporate Governance Guidelines, Code of Business Conduct and Ethics, Supplemental
Code of Ethics for Principal Executive and Senior Financial Officers, Nominating/Corporate Governance
Committee Charter, Audit Committee Charter and Compensation Committee Charter are available on the
Company's website at www.citadelbroadcasting.com under “Investor Relations” where you can click on
“Corporate Governance” or upon the request of the stockholder by writing to the Company’s Secretary at 7201
West Lake Mead Boulevard, Suite 400, Las Vegas, NV §9128.
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Any inierested party that wishes to communicate directly with the non-management directors may do so by
writing to the following address:

Citadel Broadcasting Corporation
Atin: Non-Management Directors
7201 W. Lake Mead Blvd., Suite 400
Las Vegas, Nevada 89128

Or by utilizing the Company’s on-line service, Report-it, at htp://www.reportit.net. Use “Citadel” as the user
name and “Radio” as the password, and follow the instructions provided Lo create a report.

Once submitted to the Report-it service, a copy of your report will be sent to a non-management member of
the Company’s Board of Directors for review. All such communications are anonymous, unless you otherwise
choose to use your name.

The independent directors of the Board of Directors have instructed that communications will be distributed
as appropriate to the Board depending upon the facts and circumstances outlined in the communication.

On Juae 11, 2007, the Company’s Chief Executive Officer submitted to NYSE the *CEO Centification™
required by Section 303A.12(a) of the NYSE Listed Company Manual.

MEETINGS AND COMMITTEES OF THE BOARD OF DIRECTORS

During the year ended December 31, 2007, the Board of Directors met four times. During 2007, each director
attended at least 75% of the total number of meetings of the Board of Directors, except for Messrs. Charles P. Rose,
Jr. and Theodore ). Forstmann who each attended 1wo meetings. Ms. Katherine Brown attended both meetings prior
to her resignation from the Board of Directors during 2007, and Messrs. Michael J. Regan and Thomas V.
Reifenheiser were appointed to the Board of Directors effective February 28, 2007 and November 30, 2007,
respectively. Since Mr. Regan's appointment to the Board of Directors, he has uttended all meetings of the Board of
Directors held in 2007. No meetings of the Board of Directors were held in 2007 after Mr. Reifenheiser’s
appointment 1o the Board of Directors.

During the year ended December 31, 2007, the Board had three standing commitiees: the nominating/
corporate governance commiltee; the audit committee and the compensation commitiee, and it did not have any
other standing committees. The nominating/corporate governance committee was formed in May 2007.

The Board has not designated a presiding director of executive sessions held on a regular basis by
non-management directors. Instead, a presiding director is selected at the time of such sessions by the other
non-management directors present.

The Company does not have a policy regarding Board members’ attendance at the annual meeting of
stockholders. The 2007 annual meeting was attended by Messrs. Suleman, Miles and Regan.

The Nominating/Corporate Governance Committee

In May 2007, the Company formed a nominating/carporate governance committee. The Board of Directors
has adopted a written Nominating/Corporate Governance Commitiee Charter. The charter is available on the
Company’s website at www.citadelbroadcasting.com or upon the request of the stockholder by writing to the
Company's Secretary at 7201 West Lake Mead Boulevard, Suite 400, Las Vegas, NV 8§9128.




The purpose of the nominating/corporate governance committee is to assist the Board of Directors in
discharging its responsibilities to; identify critenia for sclection of Board of Directors members; find qualified |
individuals for membership on the Board of Directors; recommend 10 the Board the Directors nominees for the
next annual meeting of stockholders; select and recommend candidates to fifl any vacancies on the Board;
develop and recommend to the Board of Directors a set of corporale governance guidelines for the Board of
Directors (the “Corporate Governance Guidelines™); provide oversight of the corporate governance affairs of the
Board of Directors and the Company; and provide oversight of the evaluation of the Board of Directors and
managemenl. The current members of the nominating/corporate governance committee are Michae! A, Miles,
chairperson, and Herben J. Siegel.

Stockholders may propuse nominees for consideration by the Board of Directors by submitting names and
supporting information 10 the nominating/corporate governance commiltee, The nominating/corporate
governance committee will evaluate such nominees in the same manner it evaluates all nomirees. In
recommending candidates for election 1o the Board of Directors, the commitice may consider the following
crileria; experience in corporate management, such as serving as an officer or former officer of a publicly-held
company; experience in the media, communication and/or radio broadeasting industries; experience as a board
member of another publicly-held company; academic expertise in the media, communication and/or radio
broadcasting industries ur in specific areas of the Company's operations; and financial experience necessary to
assist the Company in meeting its corporate governance requirements. Stockhoiders may propose nominees for
consideration by the Board of Directors by timely submitting names and supporting information to the Chairman
of the Board or to the Company's Secretary. |

The nominating/corpurale governance commitiee has approved the following nominees for inclusion on the
Company's proxy solicitation: Michael J. Regan; Thomas V. Reifenheiser; and Herbent J. Siegel. These three
individuals are a)] directors who are standing for re-election.

The Board of Directors has considered the independence of each of the members of the nominating/
corporate governance committee and determined that each of them qualifies as independent under rules of NYSE
and the SEC. The Board of Directors made this delermination after considering the following relationships and
assessing the potential effect of these relationships on the independence of the named director:

* M, Siegel serves as a director of IMG Worldwide, Inc., a majority of the stock of which is controlled by
certain afftliated partnerships of Forstmann Liule & Co.

*  Mr. Miles is a member of the Forstmann Little advisory board and an investor in certain affiliated
partnerships of Forstmann Little & Co., which give him an economic interest in certain ponfolio
investments, including the Company.

*  Mr. Miles is u special limited panner of Forstmann Little & Co.

The Board of Directors has determined that the relationship discussed above does not affect the
independence of Mr. Siegel because his duties and relationship as a director of IMG Worldwide, Inc., a majority
of the stock of which is controlled by certain affiliated partnerships of Forstmann Litile & Co., is nol contingent
upon nor does it conflict with his duties or interests as a member of the nominating/corporate governance
commiliee.

The Board of Directors has determined that the relationships discussed above do not affect the independence
of Mr. Miles because he has not made any commitment to the affiliated partnerships of Forstmann Little & Co.
and none of the rights of an advisory board member or a special timited partner of Forstmann Little & Co. are
contingent in any way on or affected by his continued service as a director or member of our nominaling/
corporate governance commitiee nor do his duties as an advisory board member and special limited partner of
Forstmann Little & Co. conflict with his duties as a member of the nominating/corporate govemnance committee.




The Board of Directors is not aware of any other relationships involving the nominating/corporate
governance committee and the Company that required an assessment of materiality by the Board of Directors.
The nominating/corporate governance committee met one time during the fiscal year ended December 31, 2007,
and each director who is 2 member of the nominating/corporate governance committee attended that meeting.

The Audit Committee

The Company has a separately-designated standing audit committee. The Board of Directors has adopted a
written Audit Committee Charter. The charter is available on the Company's website at
www.ciladclbroadcasting.com or upon the request of the stockholder by writing to the Company's Secretary at
7201 West Lake Mead Boulevard, Suite 400, Las Vegas, NV 89128,

The audit committee provides assistance 10 the Company’s Board of Directors in fulfilling its legal and
fiduciary obligations in matters involving the Company's accounting, auditing, financial reporting, internal
control and legal compliance functions. The audit committee also oversees the audit efforts of the Company’s
independent registered public accountants and takes those actions it deems necessary to satisfy itself that the
accountants are independent of management,

The audit committee is primarily responsible for oversight of the integrity of the financial reporting process
and financial statements of the Company. In general, the audit committee is responsible for oversight of the
financial statemenis and disclosure matters, oversight of the Company’s relationship with the independent
accountants, oversight of the Company's internal audit function and oversight of compliance responsibilities. As
part of these responsibilities, the audit commiltee, among other things:

+  appoints, retains and replaces the independent registered public accountants for the Company,

» reviews the compensation of and services performed by the independent registered public accountants,
including non-audit services (if any):

» reviews and discusses the preparation of quarterly and annual financial reports with the Company's
management and its independent registered public accountants:

o discusses with jts independent registered public accountants the matters required by Statement on
Auditing Standards No. 61, Codification of Standurds on Auditing Standards (*SAS 617), as amended,
and evaluating the independence of the accountants in accordance with Independence Standards Board
Standard No. I, Independence Discussions with Audit Committees;

» reviews and discusses major issues regarding the Company's accounting principles, financial statement
presentations, and the adequacy of the Company’s internal controls with management and the
independent registered public accountants;

* reviews and discusses the initial adoption of, and all significant changes to, critical accounting policies
and practices used by the Company with the independent registered public accountants;

= cvaluales the qualifications, performance and independence of the independent registered public
accountants;

= reviews the significant reports 1o management prepared by the intemal auditing department and any
management responses; and,

» reviews reports and disclosures of insider and affilialed party transaclions.
The members of the audit committee in 2007 were Michacl J. Regan, Katherine Brown, Michael A. Miles
and Wayne T. Smith. As of February 28, 2007. Michael J. Regan was appointed to the Board and to serve as a

member of the audit committce, and he was appointed chairman of the Audit Committee as of July 1, 2007.
Ms. Brown (formerly the chairperson of the audit committee) resigned from the Board of Directors and the audit
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committee effective June 30, 2007. Mr. Miles resigned from the audit committee on April 30, 2007, but was
re-appointed 1o the audit committee again on July 20, 2007. Mr. Miles subsequently resigned from the audit
committee effective March 1, 2008 and was replaced effective the same day by Thomas V. Reifenheiser.

The Board of Directors has considered the independence of each of the members of the audit commiunee and
determined that each of them qualifies as independent under rules of NYSE and the SEC. The Board of Directors
made this determination after considering the following relationships and assessmg the poteniial effect of these
relationships on the independence of the named director: -

+ Ms. Brown, in January 2007, became a Managing Director of Banc of America Securities, LLC, a
subsidiary of Bank of America, and was responsible for covering a portfolio of media companies. Bank
of America was one of the syndication agenis for the credit facility of Citadel Broadcasting Company, a
wholly-owned subsidiary of the Company, and as a lender in that credit facility, Bank of America’s total
commitment thereunder was approximately 10%.

*  Mr. Miles is a member of the Forstmann Little advisory board and an investor in certain affiliated
partnerships of Forstmann Little & Co., which give him an economic interest in certain portfolio
investments, including the Company.

*  Mr. Miles is a special limited partner of Forstmann Linle & Co.

»  Mr. Smith is a limited partner in two of the partnerships of Forsimann Litle & Co., which gives him an
economic interest in cenain portfolio investments, including the Company.

*  Mr. Smith is a director of 24'Hour Fitness Worldwide, Inc., a majority of the stock of which is
controtled by certain affihated partnerships of Forstmann Little & Co.

The Board of Directors has determined that the relationships discussed above did not affect the
independence of Ms. Brown because the Company’s relationship with Bank of America was established prior to
Ms. Brown's employment there, and her dulies for Banc of America Securities, LLC were not contingent in any
way on or affected by her service as direcior or member of our audit committee,

The Board of Directors has determined that the relationships discussed above do not affect the independence
of Mr. Miles because he has not made any commitment to the affiliated partnerships of Forstmann Little & Co.
and none of the rights of an advisory board member or a special limited partner of Forstmann Little & Co. are
contingent in any way on or affected by his continued service as a director or member of our audit committee nor
do his duties as an advisory bourd member and special limited partner of Forstmann Little & Co. conflict with his
duties as a member of the audit committee.

The Board of Directors has determined that the relationships discussed above do not affect the independence
of Mr, Smith because none of the rights of a limited partner of the affiliated partnerships of Forstmann Little &
Co. or his duties as a director of 24 Hour Fitness Worldwide, Inc. are contingent in any way on or affected by his
continued service as a director or member of our audit committee or conflict with his duties as a director or
member of the audit commitice. :

The Board of Directors is not aware of any other relationships involving the audit committee and the
Company that required an assessment of materiality by the Board. The Board, in its business judgment, has
determined that each of the audit committee members is financially literate, In addition, the Board of Directors
has determined that Mr. Miles and Mr. Regan qualify as “audit commitiee financial experts” as defined under the
applicable rules of the SEC, Effective March 1, 2008, Michael A. Miles resigned from the audit committee, and
Thomas V. Reifenheiser was appointed to serve on the commitice.

During 2007, the audit commitiee held nine meetings, including four meetings to review quarterly results
with the independent registered public accountants. Mr. Smith attended eight of the nine meetings of the audit
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committee held in 2007, Ms, Brown attended all of the audit committee meetings held in 2007 before her
resignation from the Board. Mr. Regan attended all of the audit committee meetings held in 2007 after his
appointment to the committee. Mr. Miles attended all six of the meetings held in 2007 while he was a member of
the audit commiltee.

Report of the Audit Committee

The audit commitiee reviewed and discussed with both management and its independent registered public
accountants all financial statements, including a discussion of any significant transactions or issues, prior o their
filing with the SEC. In connection with the December 31, 2007 financial statements, the audit committee
(1) reviewed and discussed the audited financial statements with management. including any significani
transactions or issues: and (2} discussed with the independent registered public accountants the matiers required
by SAS 61, as amended. The audit committee also discussed with Deloitte & Touche LLP (“D&T™) their
independence, including a consideration of the compatibility of non-audit services with such independence, and
received from D&T written disclosures and the letter from D&T required by Independent Standards Board
Standard No. 1, Independence Discussions with Audit Committees, Based upon these reviews and discussions, the
audit committee has recommended that the Board of Directors include the avdited financial statements in the
Company’s Annual Report filed with the SEC on Form 10-K for the fiscal year ended December 31, 2007.

This report is respectfully submitied by the audit committee of the Board of Directors.

Michael J. Regan, Chairperson
Thomas V. Reifenheiser
Wayne T. Smith

The Compensation Committee

The Board of Directors established a compensation committee on February 24, 2005. The compensation
committee has a written Compensation Commitice Charter that is available to the public on the Company’s
website at www citadelbroadcasting.com or upon request of the stockholder by writing to the Company’s
Secretary at 7201 West Lake Mead Boulevard, Suite 400, Las Vegas, NV 89128.

The compensation committee is responsible for discharging the Board's duties and responsibilities relating
to compensation of the Company's directors and executive officers and overseeing the Company’s various
employee welfare and benefits plans. These duties include discussing, reviewing and determining the
compensation of the Company’s Chief Executive Officer and other senior executives, reviewing and
recommending compensation plans for the Company, modifying existing compensation plans, making awards
under such plans and performing such other functions as are designated in the Compensation Committee Charter
or commonly performed by compensation committees. The role of the compensation committee and the
Company’s processes and procedures relative to the determination of executive compensation s discussed
further under “Compensation Discussion and Analysis” below,

The members of the compensation committee in 2007 were Michael A. Miles, chairperson, Theodore J.
Forstmann, Herbert J. Siegel and Wayne T. Smith. Effective as of June 12. 2007, Mr. Smith was appointed to
serve as a member of the compensation committee, and Mr. Forsimann resigned from the commitiee.

The Board has considered the independence of each of the members of the compensation commitiee and
determined that Messrs. Miles, Siegel and Smith qualify as independent directors under the rules of NYSE and
the SEC. The Board of Directors has made the determination after considering the following relationships and
assessing the potential effect of these relationships on the independence of the named director:

*  Mr. Miles is a member of the Forstmann Little advisory board and an investor in certain affiliated
partnerships of Forstmann Little & Co., which give him an economic interest in certain portfolio
investments, including the Company,
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*  Mr. Miles is a special limited partner of Forstmann Litlle & Co.

¢« Mr S'iegel serves as a director of IMG Worldwide, Inc., a majority of the stock of which is controlled by
certain affiliated partnerships of Forstmann Little & Co.

= Mr. Smith is a limited partner in two of the partnerships of Forstmann Liule & Co., which gives him an
economic interest in centain porifolio investments, including the Company.,

*  Mr. Smith is a director of 24 Hour Fitness Worldwide, Inc., 2 majority of the stock of which is
controlled by certain affiliated partoerships of Forstmann Little & Co.

The Board of Directors has determined that the relationships discussed above do not affect the independence
of Mr. Miles because he has not made any commitment to the affiliated partnerships of Forstmann Liule & Co.
and none of the rights of an advisory board member or a special limited partner of Forstmann Little & Co. are
contingent in any way on or affected by his continued service as a director or member of our compensation
committee nor do his duties as an advisory board member and special limited partner of Forstmann Little & Co.
conflict with his duties as a member of the compensation committee.

The Board of Directors has determined that the relationships discussed above do not affect the independence
of Mr. Siegel because his duties and relationship as a director of IMG Worldwide. Inc., a majority of the stock of
which is controlled by cenain affiliated partnerships of Forstmann Little & Co., is not contingent upon nor does it
conflict with his duties or interests as 8 member of the compensation committee.

The Board of Directors has determined that the relationships discussed above do not affect the independence
of Mr. Smith because none of the rights of a limited partner of the affiliated partnerships of Forstmann Little &
Co. or his duties as a director of 24 Hour Filness Worldwide, Inc. are contingent in any way on or affected by his
continued service as a director or member of cur compensation committee or conflict with his duties as a director
or member of the compensation commillee,

The Board of Directors is not aware of any other relationships involving the compensation committee and
the Company that required an assessment of materiality by the Bourd. The compensation committee met three
times during the fiscal year ended December 31, 2007. Messrs. Siegel and Miles atiended all of the meetings.
Mr. Forstimann attended all of the compensation commitiee meetings held in 2007 prior 1o his resignation from
the compensation commitiee, and Mr. Smith attended all of the compensalion committee meetings held in 2007
after his appointment 10 the commiliee.

The compensation committee has retained an independent third party firm, Towers Perrin, as its
compensation consultant to provide advice that will assist in the continual development and evaluation of
compensation policies und the compensation commiti¢e's determinations of compensation awards. The role of
the outside consultant is to provide independent, third-party advice and expertise in executive compensation
issues. The outside consultant, however, is not consulied by the compensation committee on all executive
compensation issues, but is used as the compensation commiltee deems appropriate.

Compensation Committee Interlocks and Insider Participation

During the last completed fiscal year, which ended on December 31, 2007. the compensation committee was
comprised of Theodore J. Forstmann, Michael A. Miles, Herbert J. Siegel and Wayne T. Smith. Effective as of
June 12, 2007, Mr. Forstmann resigned from the compensation committee and Mr. Smith was appointed to serve
on the committee. None of those members is or has been an officer or employee of the Company, and no
executive officer of the Company served on the compensation committce or board of any entity that employed
any member of the Company’s compensation commitiee or Board of Directors. Page 8 of this Proxy Statement
includes a description of the relationships of Messrs. Forstmann, Miles, Siegel and Smith to Forstmann Liule &
Co., and of Forstmann Litde & Co. to the Company.
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Report of the Compensation Committee

We have reviewed and discussed the Compensation Discussion and Analysis contained in this Proxy
Statement with management. Based on our review and discussion with management, we have recommended to
the Board of Directors that the Compensation Discussion and Analysis be included in this Proxy Statement
accompanying the Company's Annual Report on Form 10-K for the year ended December 31, 2007.

Submitted by: Michael A. Miles, Chairperson

Herbert J. Siegel
Wayne T. Smith
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COMPENSATION OF DIRECTORS AND EXECUTIVE OFFICERS

Compensation Discussion and Analysis

The Company’s compensation commitiee (for purposes of this anatysis, the “Committee”) is appointed by
the Board and has responsibility for establishing, implementing and monitoring adherence with the Company's
compensation philosophy. The Committee strives to ensure that the total compensation paid to the Company’s
executive officers is fair, reasonable and competitive,

Throughout this Proxy Statement, we refer to the individuals who served during calendar year 2007 as the
Company’s Chief Executive Officer (“CEQ™), Chief Operating Officer (“COO™) and Chief Financial Officer
(“CFO™), or in a similar capacity, as well as the other individuals included in the Summary Compensation Table
as the Company's “named executive officers.”

Executive Compensation Program’s Philosophy and Objectives

The Company's executive compensation program seeks to closely align compensation paid to our named
executive officers with the performance of the Company on both a short-term and long-term basis and {0 use
compensation to assist the Company in attracting and retaining key executives critical to our long-term success.
To that end, our executive compensation program sirives to attract, motivate and retain high-quality executives
by providing total compensation that, in the Committee’s view, is performance-based and competitive with the
various labor markets and industries in which the Company competes for talent.

What the Executive Compensation Program Is Designed to Reward

The Company's compensation program seeks to align named executive officers’ incentives with stockholder
value creation by rewarding the achievement of measurable corporate and individual performance objectives
through annual and long-term cash and stock incentives.

How the Company Structures a Named Executive Officer’s Total Compensation

Role of the Commitiee, Named Executive Officers and Qutside Advisors

The Committee is appointed by the Board to discharge the Board's duties and responsibilities relating to
compensation of the Company's directors and executive officers and oversee the Company’s various employee
welfare and benefits plans, including to discuss, review and determine the compensation of the CEQ and other
senior executives, to review and recommend compensation plans for the Company, to modify existing
compensation plans, to make awards under such plans and to perform such other functions as are designated in
the Compensation Committee Charter or commonly performed by compensation committees. Under its charter,
the Committee meets at such times as it deems necessary to fulfill its responsibilities, has the resources and
authority necessary and appropriate (o discharge its responsibilities, including the authority to retain
compensation consultants and other experts, and has the sole authority to approve the fees and other terms of
retention of such consultants or other experts. Additionally, the Committee may detegate authority (o act upon
specific matters within determined parameters to a subcommittee consisting of one or more members of the
Committee, consistent with the bylaws and certificate of incorporation of the Company and applicable law, and
any such subcommittee must report any action to the full Committee at its next meeting.

The Committee independently approves all compensation and awards to our named executive officers.
Generally, on its own initiative, the Commitiee reviews the performance and compensation of the CEO, COO
and CFO and, following discussions of those individuals and on the recommendation of the CEO (except in the
case of his own compensation), and, where it deems appropriate, with an outside advisor, establishes their
compensation levels. For the remaining named executive officers, the CEO makes recommendations to the
Committee that the Committee will generally approve, with minor adjustments, after it conducts its own
independent review.
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The Committee has retained an independent third party firm, Towers Perrin, as its compensation consultant
to provide advice thal will assist in the continual development and evaluation of compensation policies and the
Committee’s determinations of compensation awards. The role of the outside consultant is to provide '
independent, third-party advice and expertis¢ in executive compensation issucs. The outside consultant, however,
is not consulted by the Committee on all executive compensation issues, but is used as the Committee deems

appropriate.

Total Compensation

The Committee’s goal is 10 award compensation thal is reasonable and consistem with the Company's
philosophy and objectives regarding executive compensation when all clements of potential compensation are
considered. while remaining competitive so as to be able to retain high level talent. In making decisions with
respect to any element of a named executive officer’s compensation, the Commiitee considers the total
compensation that may be awarded 10 the named executive officer, including annual base salary, annual incentive
bonus, the amount of which is dependent on the Company and individual performance during the prior calendar
year, and long-term incentive compensation, currenly in the form of stock options and shares of restricted stock,
that are awarded based on the Company’s prior year performance, forward-looking incentives and other factors
described below. These compensation components, cach of which is discussed in more derail below, are designed
10 align named executive officers’ interests with those of stockholders by rewarding owtstanding performance and
providing long-term incentives.

In addition, in reviewing and approving compensation arrangements and/or employment agreements for
named executive officers, the Committee considers the other benefits that the Company grants to the named
executive officer and/or to which the named executive officer is entitled by the agreement, including welfare
benefits and compensation payable upon termination of employment with the Company under a variety of
circumstances.

Peer Group Analyses

In making compensation decisions with respect to the 10tal compensation opportunity provided 1o the
Company's named executive officers, the Committee considers the competitive market for these executives and
compensation levels provided by comparable companies to similarly situated executives and seeks to provide
compensation that is in the competitive range of compensation observed in the marketplace. From time to time
the Committee reviews the compensation practices at companies with which it competes for talent, including
businesses engaged in activities similar to those of the Company. specifically major radio broadcasting and
communications companies, as well as publicly held businesses with revenue, market capitalization, number of
employees and employee census data comparable to the Company. For example, in calendar year 2007, to assess
the competitiveness of our CEO's compensation, the Committee reviewed market data selected and assembled by
an outside consultant from the most recent proxy filing for many of the Company’s peers. The major
compensation elements that were examined in that proxy analysis include: base salary; actual total cash
compensation (base salary plus annual bonus); and total direct compensation (base salary plus annual bonus plus
the expected value of long-term incentives). In this analysis, the Commitiee compared the 2007 compensation
arrangement of our CEQ with the most recent proxy information available, which in most cases included peer
company’s executives' compensation received through calendar 2006.

The Committee does not attempt to benchmark or set each compensation element for its named executive
officers within a particular range related to levels provided by industry peers. Rather, the Committee uses markel
comparisons as one factor in making compensation decisions. .

Other Factors

Other factors considered when making individua) compensation decisions for named executive officers
include individual contribution and performance, reporting structure, complexity and importance of the
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executive’s role and responsibilities, leadership and growth potential. in the case of our named executive officers
who have served the Company for more than a year, the Committee also considers (a) the performance of the
Company during the year(s) during which he or she has held his or her position and (b} the anticipated level of
difficulty of replacing him or her with someone of comparable experience and skill.

Policy Regarding Tax Deduction for the Company

When consistent with the compensation philosophy discussed above, the Commitiee seeks to structure its
compensation programs such that compensation paid thereunder will be tax deductible by the Company to the
maximum extent possible. Section 162(m) of the Internal Revenue Code (“Section 162(m)") generally disallows
a tax deduction to public corporations for compensation over $1 million paid for any calendar year to the
corporation’s CEQ and four other most highly compensated executive officers as of the end of the calendar year.
However, the statute exempts qualifying performance-based compensation from the deduction limit if certain
requirements are met, including if the compensation is paid pursvant to qualified performance-based
compensation plans approved by the Company’s stockholders. The Committee designs certain components of
named cxecutive officer compensation to permit full deductibility. To this ¢nd, in March 2007, the Committee
approved the Company's 2007 Senior Executive Annual Bonus Plan and such plan received stockholder approval
at the 2007 annual meeting of stockholders. In order for the bonuses to be paid to those ramed executive officers
who are participants under the plan and whose aggregate salary and bonus would cxceed $1 million, certain
performance targei(s) set for each calendar year will need 1o be met. The Committee believes, however, that
stockholder interests are best served by not restricting the Committee’s discretion and flexibility in crafting
compensation programs and in making certain compensation awards, even though such programs or awards may
result in certain non-deductible compensation expenses. Accordingly, the Committee has also approved elements
of compensation for certain named executive officers that are not fully deductible.

Elements of Compensation, Why the Company Chooses to Pay Each Element and the Company’s 2007
Practices

The Company’s practices with respect 1o its three key compensation elements identified above (i.e. base
salary, annual incentive bonus and long-term incentive compensation), as well as other elements of
compensation, are set forth below, followed by a discussion of the specific factors considered in determining key
elements of our named executive officers’ calendar year 2007 compensation.

Base Salary for Named Executive Officers

Purpose. In general, the level of base salary is intended to provide appropriate base pay to our named
executive officers, taking into account the competitive employment market for comparable positions, as well as
each individual's job responsibilities, experience, historical contribution to our success and unique value and,
when appropniate, the recommendations of Mr. Suleman {except in the case of his own compensation).

Considerations. Minimum salaries for four of the six named exccutive officers are determined by
employment agreements or arrangements for those officers. Where not specified by contract, salaries are
generally reviewed annually, The minimum salaries specified in the employment agreements, the amount of any
increase over these minimums and salaries for named executive officers whose salarigs are not specified in an
agreement are determined by the Committee based on a variety of factors, including: the nature and
responsibility of the executive's position; the expentise of the executive and the executive’s contributions and
importance lo the Company; the nature and extent of the executive's other forms of compensation; the
executive's historical compensation; the competitiveness of the market for the executive's services and, to the
extent available, salary ranges for persons in comparable positions at comparable companies; and the
recommendations of Mr. Suleman (except in the case of his own compensation).

Determinations as to appropriate base salaries of our named executive officers historically have not
depended upon the application of a particular formula or the use of designated benchmarks. In setting base
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salaries. the Committee considers the importance of linking a high proportion of named exccutive officers’
compensation to performance in the form of the annual incentive bonus-and long-term stock-based
compensation, which are both tied to bath Company and individual performance measures.

Calendar Year 2007 Decisions. Among the named executive officers, all but Ms. Ellis and Ms. Stratford are
employed pursuant to agreements described under “Swmmary of Employment Arrangements and Porential
Payments Upon Termination or Change in Controf” below. During 2007, the base salary for one of our six
named executive officers was increased pursuant 1o the terms of an existing employment agreement. The base
salaries for our remaining named executive officers were not modified in 2007.

Annual Bonus Incentives for Named Executive Officers

Purpose. The Company's compensation program generally provides for an annual bonus that is linked to
both Company and individual performance. The objective of the program is to compensate named executive
officers based on the achicvement of specific goals that are intended 1o correlate closely with growth of long-
term stockholder value.

Considerations. Cash bonuses are generally paid based on the achievement of individual objectives that are
also considered along with the Company's performance as a whole. In certain cases, bonuses (either a minimum
amount or specified percentage of base salary) have been guaranteed based on the compensation package
negotiated at the time an executive’s employment commenced, in all cases subject to the final determination of
the Board or Committee. The Committee establishes a target bonus amount for all but one named executive
officer based, in part, upon the recommendation of the CEQ. Target bonuses vary in rclation to each executive’s
responsibilities. The target bonus takes into account all factors that the Commitiee deems relevant, which may
include (but is not limited to) a review of peer group compensation both within the radio broadcasting industry
and more broadly. The individual performance measures enable the Committee to play a more proactive role in
identifying performance objectives and accomplishments beyond purely financial measures, including, for
example, exceptional performance of each named executive officer's functional responsibilities as well as
leadership, creativity and innovation, collaboration, diversity initiatives, growth initiatives and other activities
that are critical to driving long-term value for stockholders. With respect to all of the named exccutive officers,
other than those guaranteed by conirect, the Commiitice retains discretion, in appropriate circumstances, to grant
a bonus which is less than the target bonus or no bonus at all. All named executive officers are eligible for
consideration by the Committee for annual bonuses based upon the named executive officer’s performance.

Calendar Year 2007 Decisions. Consistent with our approach described above for establishing target
bonuses, we established the target bonus levels for Mr. Suleman, Mr. Freedline and Ms. Ellis at $1 million to $2
million, $500,000 and $200,000, respectively, to be eamed as of December 31, 2007, Each of Mr. Suleman and
Mr. Freedline were parties io employment contracts containing contractual obligations with respect to their
annual target bonuses. In addition, consistent with our approach described above for establishing target bonuses,
we established the targel bonus levels for Mr. Taylor at approximately 30% of his annual salary to be eamed on
an annual cycle commencing on January 1st, and Ms. Orr at $75,000 to $100,000 to be carned on an annual cycle
commencing in May, pursuant to the terms of her employment contract. ‘

For calendar year 2007, the Committee considered the following measures: the named executive officer’s
performance; extraordinary events and achievements during the year, including the agreement and plan of merger
of February 6, 2006 between the Company: Alphabet Acquisition Corp., a wholly-owned subsidiary of the
Company; Disney and ABC Radio Holdings, Inc., formerly known as ABC Chicago FM Radio, Inc., a Delaware
corporation and wholly-owned subsidiary of Disney, as amended (the “ABC Radio Merger Agreement”),
operating income: economic profit (net operating profit after 1ax. minus a charge for capital employed in the
business. based on the cost of capital); earnings per share; and the recommendation of Mr. Suleman (except in
the case of his own compensation). In setling these measures and determining the extent to which they were
satisfied, the Committee excluded the impact of items that it believed were not driven by the current performance
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of the Company (such as impairment of or gain or loss on sales of assets acquired), other decisions made for the
long-term benefit of the Company. performance of other named executive officers or that, in the Committee’s
judgment, otherwise had a distorting positive or negative impact relative to the performance of Company
executives.

The Commitiee awarded the bonus amounts set forth in the Summary Compensaiion Table after evaluating
these measures and determining the exien to which they were satisfied and taking into account cerntain other
factors. With respect to Mr. Suleman, he voluntarily elected to withdraw himself from consideration for an
annual bonus. With respect 10 our other named executive officers, the Commitiee awarded the following bonuses
for calendar year 2007 based in part upon Mr. Suleman’s evaluation of each executive’s performance and the
other factors set forth in the preceding paragraph: Mr. Freedline—3$375,000; Ms. Ellis—$200,000;

Ms. Stratford—$100,000; Mr, Taylor—$125.000; and Ms. Orr—$131,250.

Long-Term Incentive Compensation

Purpose. The Citade! Broadcasting Corporation Amended and Restated 2002 Stock Option und Award Plan
(also referred 1o from time to time by the Company as the Amended and Restated 2002 Long-Term Incentive
Plan) (as amended from time 10 time, the “Plun” or the “Long-Term Incentive Plan™) is the pian used by the
Company to provide long-term incentives to our named executive officers. The objective of the program is to.
align compensation for our named executive officers over a multi-year period directly with the interests of
stockholders of the Company by motivating and rewarding creation and preservation of Yong-term stockholder
value. We also use long-term incentive awards as a means of furthering the objectives of our business plans and
long-term Company goals. tying a portion of the executive compensation to Company performance, and
attracting and retaining talented leadership.

Considerations. The Committee determines the number of incentive awards granied 10 our named executive
officers on an individual, discretionary basis. The level of long-term incentive compensation generally is _
determined based on any contractual requirements (such as pursuant 1o an existing employment agreement), total
compensation provided to named executive officers, the goals of the compensation program described above,
discussions with outside advisors, market data on total compensation packages, the value of long-term incentive
grants at targeted external companies, total stockhoider return, share usage and stockholder dilution and, except
in the case of the awards to Mr. Suleman, the recommendations of Mr. Suleman. With the exception of newly-
hired employees, the Committee generally makes awards during the first quarter of the year. The Committee
schedule is generally determined in advance, and the proximity of any awards to eamnings announcements or
other market events is coincidemal,

Equity Awards and Related Tax and Accounting Considerations. Historically, the primary form of equity
compensation 1hat we awarded consisted of non-qualified stock options. We selected this form because of the
favorable accounting and tax treatments for the Company. Beginning in 2006, however, the accounting for stock
options changed as a result of Statement of Financial Accounting Standards No. 123R, Share Based Payment
{“SFAS No.123R™). making the accounting treatment of stock options less attractive. As a resull. we assessed the
desirability of granting shares of restricted stock 10 our named executive officers and concluded that restricted
stock likely would be an equal if not greater motivating form of incentive compensation while permitting us to
issue fewer shares, thereby reducing potential dilution. Accordingly, the Company’s long-term incentive
compensation in 2007 consisted primarily of restricted stock grants, though one grant of stock options was made
to Mr. Freedline, in accordance with the existing termns of his employment agreement (described more fully
below). Thesc vehicles, each of which is described in more detail below, reward stockholder value creation in
slightly different ways. Stock options (which have exercise prices equal to the market price at the date of grant)
reward named executive officers only if the siock price increases. Restricted stock is impacied by all stock price
changes, so the value to named executive officers is affected by both increases and decreases in stock price.
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Stock Options. The long-term incentive program calls for stock options to be granted with exercise prices of
not less than fair market value of the Company's stock on the date of grant, With rare exceptions made by.the
Committee, the stock options we grani vest ratably over four years, based on continued employment, The
Committee will not grant stock options with exercise prices below the fair market value on the date of grant and
will not reduce the exercise price of stock options (except in connection with adjustments to reflect
recapitalizations, stock or extraordinary dividends, stock splits, mergers, spin-offs and similar events permitted
by the relevant plan) without stockholder approval. New option grants to named executive officers normally have
a term of ten years. '

Unless otherwise set forth in a named executive officer’s notice of stock option grant, if there is any change
in the stock subject 1o an option or in the corporale structure of the Company, through merger, consolidation,
division, share exchange, combination, reorganization, recapitalization, stock dividend, stock split, spinoff, split
up, extraordinary dividend, dividend in kind or other similar change in the corporate structure or distribution to
stockholders, a reclassification or any similar occurrence, the terms of the stock option (including, without
limitation, the number and kind of shares subject 1o the option and the exercise price) may be adjusted by the
Committee in its sole discretion pursuant to the terms of the Plan.

Restricted Stock. Restricted stock awards may be subject to either “time-based” or both “time-based” and
“performance-based” vesting conditions. For “time-based” stock to be earned, the named executive officer must
be continuously employed by the Company through the applicable vesting date. For “performance-based™ stock
to be earned, the named executive officer and/or Company must achieve centain performance goals within the
particular vesting period covered by the award and the named executive officer must also be continuously
employed with the Company through the applicable vesting date. The performance goals that we will use going
forward to measure Company and individual performance were approved by our stockholders at the 2007 annual
meeting of stockholders, and awards that are dependent upon achieving these performance goals are not
generally subject to the adverse tax consequences described above relating to Section 162(m). Such performance-
based shares of restricted stock are sometimes referred to herein as “performance shares.”

Some restricted stock awards made in 2007 were subject to both performance-based and time-based vesting
criteria, while other awards were subject only to time-based vesting criteria. The details of these awards are
described in this section below under “Calendar Year 2007 Decisions.”

Calendar Year 2007 Decisions. In calendar 2007, the Committee awarded long-term compensation for
named exccutive officers pursuant to the Plan resulting in the awards of stock options and shares of restricted
stock identified in the Summary Compensation Table and the Grants of Plan-Based Awards Table. In
determining the annual grants of long-term incentive awards, the Committee considered the factors described
above.

On March 22, 2007, the Commiitee approved a grant of 100,000 performance shares to Ms. Ellis, subject 1o
the satisfaction of performance goals, which relate to the Company's attainment of the same revenue-related
performance objectives during the applicable twelve-month period as the goals to which the grants made in 2006
were subject. Specifically, for the iwelve-month restricted period, the revenue growth of the Company on a
consolidated basis must equal or exceed revenue growth in the radio broadcasting industry for the same twelve-
month period as reported by Miller, Kaplan, Arase & Co. LLP, Certified Public Accountants (or another
comparable source), as adjusted by the Committee for comparable results in the event of any significant merger,
acquisition or disposition (including the Merger and other transactions contemplated by the ABC Radio Merger
Agreement). After the end of the twelve-month period, the Commitiee shall determine whether or not the
performance goals for the twelve-month period under the performance-based awards were met for 2007. This
grant to Ms. Ellis shall vest ratably over a three-year period, subject to the performance criteria outlined above
and Ms. Ellis” continuous employment with the Company through the applicable vesting date.

On March 22, 2007, the Committee made customary annual grants to some of the named executive officers,
upon recommendation of the CEQ. Specifically, the Committee approved a grant of 25,000 shares of restricted
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stock to each of Ms. Stratford and Ms. Orr, and 7,500 shares of restricted stock to Mr. Taylor, that vest ratably
over a three-year period, subject to continuous employment with the Company through the applicable vesting
date,

In addition, in May 2007, pursuant (0 his employment agreement, the Committee awarded Mr. Freedline an
equity award with an aggregate fair market value of $1.3 million consisting of time-vesting restricted stock and
siock options in the same proportions (with respect to the number and value of each form of award), and on the
same terms, as the grants of restricted stock and stock options made to Mr. Freedline on May 26, 2006.

In the Fall of 2007, the Commitiee retained its compensation consultant to assist in evaluating the CEQ's
compensation, including an equity grant to be awarded to the Company's CEQ for La]endar year 2007. This
equity award shall be issued by the Commitiee to the CEO in 2008,

In March of 2006, the Committee approved the modification of the vesting terms of the 1,250,000 shares of
restricted stock previously granted to Mr. Suleman to subject them to performance goals and to extend the
applicable vesting dates to January 1, 2007, October 1, 2007 and October 1, 2008, In November of 2007, after
review of the Company's performance, the Committee vested the 416,667 shares under Tranche B of the CEQ's
grant of 1,250,000 shares of restricted stock with an applicable vesting date of October 1, 2007 for the
performance period of October 1, 2006 through September 30, 2007 based on the Company's revenue growth, as
adjusted to reflect same station results and exclude cenain items, as compared to the publicly reported revenue
growth of its peer group in the radio broadcasting industry for the same twelve-month period.

Also in calendar 2006, the Commitiee approved the payment to Mr. Suleman of a “gross-up” for the tax
differential between ordinary income and dividend income rates during the years ended December 31, 2006,
2007 and 2008, in respect of dividends and distributions, if any, Mr. Suleman receives in respect of any unvested
portion of the 1,131,994 performance shares granted to Mr. Suleman as of March 16, 2006, which vested in two
equal installments on March 16, 2007 and 2008, and the shares of the Company common stock underlying his -
undistributed restricted stock units {collectively, “Undelivered Shares™). At the Company’s discretion, such
payments can be paid in cash or additional shares of common stock of the Company, During 2007, the Company
paid approximaiely $t.8 million in cash and $1.1 million in shares of common stock of the Company for this tax
differentiat payment. The amount of such payment for 2006 was set at $0.8 million, and is included in‘the
amounts noted above. The remaining payment in 2008, if any, will be calculated as the product of 0.3738 and the
aggregate amount of any such dividends received in respect of the Undelivered Shares.

Stock Ownership. Although the Company has chesen to award shares of restricted stock, stock options and
other forms of equity awards to its named executive officers and other employecs, the Company does not have
equity or other security ownership requirements. As persons with access to material non-public information
regarding the Company, our named executive officers, like all of our employces and directors, are restricted in
their ability to trade our securities in accordance with applicable law, our Company’s securities trading policy
and the guidelines contained in our Code of Business Conduct and Ethics, which is available at
www.ciladelbroadcasting.com under “Investor Relations™ where you can click on the link to “Corporate
Govemance.”

Benefits and Perguisites

The Company provides named executive officers with perquisites and other benefits that the Company and
the Commitice believe are reasonable and consistent with the overall executive compensation program to better
enable the Company to attract and retain superior employees for key positions. The Committee periodically
reviews the level of perquisites and other personal benefits provided 1o named executive officers. With limited
exceptions, named executive officers receive perquisites and benefits that are substantially the same as those
offered to other officers of the Company. The Company may also make available to Mr. Suleman use of the
corporate aircraft for business purposes. On occasion, the corporate aircraft may be used by Mr. Suleman for
personal purposes. Historically, the cost of such personal use of the zircraft is either reimbursed by Mr. Suleman
or included as compensation to him, For 2007, it has been included as compensation. Mr. Suleman and Ms. Ellis
are provided with use of Company vehicles and/or parking for business use. In addition, the Company
contributed $26,650 toward the cost of a driver for Mr, Suleman for business purposes.
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Named executive officers also participate in our other benefit plans on the same terms as other employees.
These plans include medical, vision and dental insurance, life and disability insurance, and flexible spending
accounts relating to health care and dependents. Named executive officers also participate in the Company’s
401(k) retirement savings plan, which is discussed below under “Severance, Retirement and Change in Control
Benefits” and on a case-by-case basis are reimbursed for work-related transportation costs. For additional
information on the benefits and/or perquisites available 1o named executive officers, see the lext following the
Summary Compensation Table below,

Severance, Retirement and Change in Control Benefits

The Company believes that it is important in some instances to protect its named executive officers in the
event of a change in control of the Company (a “Change in Control™) and provide them benefits under certain
other circumstances if their employment with the Company is terminated. Further, it is the Company’s belief that
the interests of stockholders will be best served if the interests of our senior managemem are aligned with thern,
and providing change in control benefits increases the likelihood that senior management will pursue potential
change in control transactions, if any, that may be in the best interests of our stockholders. Relative 1o the overall
value of the Company, these potential change in control benefits are minor, Therefore, it has been the Company’s
practice to ncgotiate change in control benefits with our senior officers if they have requested such benefits.
Three of the Company's named executive officers, Mr. Freedline (Chief Financial Officer), Mr. Taylor {Vice
President Finance and Principal Accounting Officer during 2007) and Ms, Orr (Vice President, General Counsel,
and Secretary) have entered into employment agreements or arrangements with the Company that include
severance and change in control provisions in the event of termination of such individual's employment with the
Company under certain circumstances. Mr. Freedline resigned his position with the Company effective
January 31, 2008. The components of any change in control benefits have been negotiated on an individual and
discretionary basis and are based on a myriad of considerations, including the nature and responsibility of the
executive’s position, the expertise of the executive and the executive's contributions and imponance to us, the
competitiveness of the market for the executive's services and, to the extent available, change in industry
standards or practices for persons in comparable positions at comparable companies, as well as the
recommendations of Mr. Suleman except in the case of his own benefits. The change in control agreements we
currently have in place with named executive officers are described below in the namative entitled, “Summary of
Employment Arrangements and Potential Payments Upon Termination or Change in Control.”
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Summary Compensation Table

The table below summarizes the total compensation eamed by each of the named executive officers for the

fiscal years ended December 31, 2006 and December 31, 2007.

Change in
Pension Vatue
and
Non-Equity  Nonqualified
Stock Option Incentive Plan  Deferred All Other

Name and Principal . Awards Awards Compensation Compensatiun Compensation

Position Year Satary ($) Bonus (5} _($)(2) ($) %) Earnings ($) ($) Total ($)

Farid Suleman, ....... 2007 1,250,000 -_— —_— — N/A N/A 9.965.925(1) 11.215.925
CEQ (principal 2006 1,250,000 —  12,817470(2) -— N/A N/A 1.869,523(3) 17.936.993
executive officer) ' '

Robert G, Freedline, ... 2007 500,000 375000  1,000,001(5) 280,595(6) N/A N/A 471,394(7) 2,626,990
chicf financia) officer 2006 333,333 400,000 979.00I(8) 193.414(9) N/A NIA ’ 36,045¢100 1,941,792
(principal financial
officer)(4) .

Judith A, Ellis, ....... 2007 500,000 200.000 95000011y N/A N/A 389,755{(12) 2,064,755
chief operating 2006 500,000 200000 1.133.000(13) — N/A NIA 56,208(14) 1,889,208
officer

Jacguelyn ). Om. .. ... 2007 290,625 131250 243.75016) — NiA NIA 107.218(17) 772.843
vice presidem, 2006 172933 62.500 258.500(18) — NIA N/A 9,036(19) 502,969
general counsel and .
secretary(l5)

Patricia Strutford, .. ... 2007 175,000 100.000 243.750{16) — N/A NIA 134.445(20) 633.195
principal financial 2006 175,000 100,000 566,500(21) — N/A N/A 29,208{22) 870,708
officer through
May 25, 2006 and
senior vice

presideni—{inance
and administration

Randy L. Taylor. ..... 2007 240,000 125.000 7312524y — NiA N/A 45.640(25) 483.765
vice presidem— 2006 64,615 18,000 104.000(26) — NiA N/A 673(27) 187.288
finance and principal
accounting
officer(23)

(I Included in other compensation is $7.848,782 of dividends received on restricted stock. $2,110,548 as payment of a “gross-up™ for the

2

&}

@
(5
(6)

0]
LY
9

(10}

tax differentind relating to the dividends received on certoin equily awards, $4,305 representing the value of personal benefit of the
corporate aircraft. $2.200 for masching contributions to Citadel Broadcasting Company 401{(k) Retiremeru Savings Plan and $90
premium for term life insurance.

Stock award compensation of $12,817.470 consisted of (i) $229.616 incremental value related to the cancellation of Mr. Suleman's
4,150,000 fully vested optivns und the replacement of them with 2,868,006 fully vested restricted stock units. (if) the cancellation of
400,000 options and (iii) a grant of 1,131,994 performance shares with an incremental vatue of $12.587.854. On March 16, 2006, the
Commitiee approved the cancellation of the fully vested options to purchase 4.150.000 shares of commeon siock of the Company at an
cxcrrise price of $3.50 per share gramed 10 Mr. Sulemun under the Stock Option Agreement, dased April 23, 2002. as amended on
June 4, 2002, and replacement of the options with 2,868,006 fully vested restricted stock units with deferred distribution dates. In
addition. the Committee approved the cancellation of Mr. Suleman’s option to purchase 400,000 shares of common stock of the
Company ai an excicise price of $16.94 granied 1o him under the Long-Term Incentive Plan on March 26, 2004 and approved the
grant of 1,131,994 perfarmance shares that would vest over a two-year period subject to certain performance objectives.

Included in other compensation is $3.060.000 of dividends received on restricted stock, $807,315 of tax reimbursement relating (o the
dividends received on restricied stock, $2,100 for miching contributions 1o the Citade! Broadeasting Company 401(k) Retirement
Savings Plan and $108 premium lor term life insurnnce.

Mr. Freedline became an executive officer effective May 26, 2006. He resigned effective January 31, 2008.

Stock award compensation is based on 117,371 shares of restricied stock gramed on May 26, 2007 at a closing stock price of $8.52.
See Note 14 (Siock-Based Compensation) to the Company's consolidated financial statements included in the Company’s Annual
Report on Form (0-K for the assumptions made in determining the values in accordance with SFAS No 123R.

Included in other compensation is $471.304 of dividends received un restricted stock and $30 premium for term tife insurance.

Stock award compensation is based on 100.000 sharex of restricted stock granted on May 26, 2006 at a closing stock price of $3.79.
See Note 14 (Stock-Based Compensation) to the Company's consolidated financial siatements included in the Company's Annual
Repon on Form 10-K for the assumptions made in determining the vilues in accordance with SFAS No 123R.

Inciuded in other compensation is $36,000 of dividends received on restricted stock and $45 premium for term life insurance.
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Stock award compensation is based on 100,000 shares of restricied stock granted on March 22, 2007 at o closing siock price of $9.75.

Included in other compensation is $387.465 of dividends received on restricted stock, $2,200 for motching contributions to Citade!
Broadeasting Company 401(k) Retirement Savings Plan and $90 premium for term life insurance.

Stock award compensation is based on 100.000 shares of restricted stock granted on March 16, 2006 at a closing stock price of
$11.33. .

Included in other compensation is $54.000 of dividends received on restricted stock, $2.100 for matching contributions o the Ciindel
Broadeasting Company 401(k) Retirement Savings Plan and $108 premium for term life insurance.

Ms. Orr became an executive officer effective May 15, 2006,

Stock award compensation is based on 25,000 shares of restricted stock granied en March 22, 2007 et & closing stock price of §9.75.
Inctuded in other compensation is $107.128 of dividends received on restricted stock and $90 premium for term life insurance.
Stock award contpensation is based on 25,000 shares of resiricied stock granted on May 15, 2006 21 a closing stock price of $10,34.
Included in other campensation is $9,00K) of dividends received on restricted stock und $36 premium for term life insurance.
Included in other compensation is $132,155 of dividends received on restricted stock, $2,200 for matching comtributions to Citadel
Broadcasting Company 401(k) Retircment Savings Plan and $90 premium for term life insurance.

Stock oward compensation is based on 50,000 shares of restricted stock granted on March 16, 2006 at a closing stock price of $11.33.

Included in other compensation is $27.(K00 of dividends received on resiricted stock, $2.100 for matching contributions o the Citadel
Broadeasting Company 40 (k) Retirement Savings Plan and $108 premium for term life insurance.

Mr. Taylor became an executive officer effective November 6. 2006, He was appointed Chief Financial Officer of the Company
effective February 29, 2008.

Stock awnrd compensation is based on 7,500 shares of restricted stock granied on March 22, 2007 w1 a closing stock price of $9.75.
Included in othet compensation is $44,904 of dividends received on restricted stock, $646 for matching contributions 1o Citadel
Broedcasting Company 401(%) Retirement Savings Plan and $90 premium for term life insurance,

Stock award compensation is based on 10,000 shares of restricted stock granted on November 6. 2006 at a closing stock price of
$10.40.

Included in other compensation is $646 for matching contribulions 1o the Citade! Broadeasting Company 401(k) Retirement Szvings
Plan and $27 premium for term life insurance.

The amounts reported in these columns for cach named executive officer reflect the compensation costs for financial reporting
purposes for the year under FAS 123R, rather than smounts paid to or realized by the named executive officer for outstanding equity
awands granted in and prior to fiscal 2007, A discussion of the assumptions used in calculating these values may be found in Note 14
in the audited financial statements in Company's Annual Report on Form 10-K for the fiscal year ended December 31, 2007.
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Summary of Employment Arrangements and Potential Payments Upon Termination or Change in Contrel

Messrs. Suleman, Freedline and Taylor and Ms. Orr are each party to an employment agreement with the
Company that provides for minimum amounis of compensation and, in some instances, for payments and
benefits upon certain terminations of employment and/or a Change in Control. In addition, certain of our
execulive officers have received grants of restricted stock, performance shares and stock options thal vest in full
in the event of the executive officer’s termination due to death or disability, by the Company without “cause” (as
defined in the relevant agreement) or termination for “good reason” (as defined in the relevant agreement).

Mr. Suleman’s Employment Arrangemenis

Farid Suleman is party to an employment letter originally dated February 15, 2002, which was subsequently
modified by the Commitiee effective September 20, 2005. Pursuant 1o this employment letter, Mr, Suleman’s
annual salary is $1.25 million per year and is subject to annual review and adjustment by the Committee. In
addition, Mr. Suleman is eligible to receive an annua! bonus of between $1 million and $2 million, payable
pursuant to the Company's 2007 Senior Executive Annual Bonus Plan. The employment letter does not provide
Mr. Suleman with any entitlement to benefils upon his termination of employment or due 1o a Change in Control.

In addition, the terms of outstanding awards of performance shares held by Mr. Suleman provide for the
accelerated vesting of these awards if Mr. Suleman’s employment were to be terminated due to his death or
disability, by the Company without “cause” (as defined in the grant agreemenis) or by Mr. Suleman with “‘good
reason” (as defined in the grant agreement). Based on the value of our stock on December 31, 2007, the value of
Mr. Suleman’s unvested performance shares was $2,024,286.

Mr. Freedline's Employment Arrangements

Mr. Freedline, who resigned from his position as the Company’s Chief Financiat Officer effective
January 31, 2008, was a party to an employment agreement with the Company dated as of May 26, 2006. This
agreement provided for an annual base salary of $500,000 and a targel incentive bonus opportunity for the year
ended December 31, 2007 equal 1o one year of his base salary at the highest rate in effect during such year.

Assuming a termination date of December 31, 2007, Mr. Freedline would have been entitled to receive:

(i) If termination was by the Company for “cause” or by Mr. Freedline without “good reason”, then
Mr. Freedline would have been entitled 1o receive only the “accrued obligatiens” (as defined in the
agreement) as of the date of termination and al! unvested equity awards would have been forfeited.

(i) If termination was upon his death or disability then Mr. Freedline would have been entitled to receive
(a) the “accrued obligations™ described above, (b) 2 pro rata bonus amount, and (¢} the continuation of
medical, dental, life insurance, disability and other welfare benefits for him for one year following
termination or & lump sum payment equal to the amount necessary to continue these benefits for one
year. The value of these benefits assuming Mr. Freedline’s termination as a result of his death or
disability on December 31, 2007 was approximately $506,228. In addition, upon Mr. Freedline's
termination as a result of his death or disability, all unvested equity uwards would have become vested.
Based on the value of our slock on December 31, 2007, the value of Mr. Freedline’s unvested equity
awards was $379,118.

(it} If such termination was by Mr. Freedline for “good reason™ or by the Company without “cause” (but
not in connection with a Change in Control), then Mr. Freedline would have been entitled to receive
(a) the “accrued obligations™ described above, (b) a pro rata bonus amount, (c) onc year of base salary
at the rate then in effect, (d) the greater of (x) 100% of the “target incentive bonus oppontunity™ (as
defined in the agreement) for the year of termination and (y) 100% of the “incentive bonus™ (as defined
in the agreement) awarded to him in respect of the most recent year for which an incentive bonus was
awarded, and (¢} the continuation of medical, demal, life insurance, disability and other welfare
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benefits for him for one year following termination or a Jump sum payment equal to the amount
necessary to coatinue these benefits for one year. The value of these benefits assuming Mr. Freedline's
termination for “good reason” or without “cause” on December 31, 2007 was approximately
$1.506,228. In addition, upon Mr. Freedline’s termination for “good reason™ or without “cause”, all
unvested equily awards would have become vested. Based on the value of our stock on December 31,
2007, the value of Mr. Freedline’s unvested equity awards was $379,118.

(iv) If such termination was by Mr. Freedline for “good reason” or by the Company without “cause” (in
either case in connection with a Change in Control), then Mr. Freedline would have been entitled to
receive the greater of (a) the amount he would otherwise be entitled to upon termination without
“cause” or with “good reason™ as described in (iii) above or (b) the sum of (1) the “accrued
obligations™ described above, (2) a pro rata bonus amount, (3) his base salary at the rate then in effect
for the remainder of the term of his employment agreement, (4) the continuation of medical, dental, life
insurance, disability and other welfare benefits for one year following termination or a lump sum
payment equal to the amount necessary to continue these benefits for one year, and (5) an amount equal
to the product of (x) the number of days remaining in the term of his employment divided by 365,
multiplied by (i) the greater of (A) 100% of the * target incentive bonus opportunity” for the year in
which the termination occurs or (B) 100% of the “incentive bonus” awarded 10 him in respect of the
most recent year for which an incentive bonus was awarded. The value of these benefits assuming
Mr. Freedline's termination for “good reason” or without “cause”, in either case in connection with a
Change in Control, on December 31, 2007 was approximately $1,906,228. In addition, upon
Mr. Freedline's termination for “good reason” or without “cause” in connection with a Change in
Control, all unvested equity awards would have become vested. Based on the value of our stock on
December 31, 2007, the value of Mr. Freedline's unvested equity awards was $379,118.

No severance benefits (other than accrued salary, benefits and other obligations) were payable in the event
of Mr. Freedline's termination of his employment without “good reason,” as that term was defined in
Mr. Freedline's employment agreement. As such, upon his resignation, Mr. Freedline was entitled only to the
“accrued obligations™ as defined in his employment agreement. .

Mr. Taylor's Employment Arrangements

The material terms of Mr. Taylor's employment are set forth in a letter agreement dated August 29, 2006
between him and the Company and a confirmatory memorandum dated November 6, 2006. Commencing with
the start of employment, Mr. Taylor was to be paid a base salary at an annual rate of $240,000. He also shall be
eligible 1o receive an annual cash bonus of up 1o 30% of his annual salary, the payment of which shall be based
upon (i) his individual performance as evaluated by the Company’s Chief Executive Officer and Chief Financial
Officer and (ii) the Company’s overall performance. The payment of such bonus, if any, is not guaranteed.

On February 27, 2008, the Committce approved a salary increase for Mr. Taylor, consistent with his
appointment 1o the positions of Chief Financial Officer and principal financial officer. effective February 29,
2008. Under the terms of this salary arrangement, Mr. Taylor’s annual salary will be $320,000 during the first
year of such employment, $360,000 during the second year of such employment and $400,000 during the third
year of such employment. Mr. Taylor will continue to be eligible for an annual discretionary bonus. Mr. Taylor
also is eligible to participate in the packages for health insurance, dental, vision, disability. a matching 401K
program and other welfare benefits offered by the Company to other employees.

Mr. Taylor's employment is “at will.” In the event that his employment is terminated without cause, in
exchange for a release in a form acceptable to the Company, he shall receive twelve weeks of his then annual
base salary.

The value of these benefits assuming Mr. Taylor’s termination without “cause” on December 31, 2007 was
approximately $55.385. [n addition, upon Mr. Taylor's terminalion due to his death or disability, by the
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Company without “cause” or by Mr. Taylor with *good reason”, all unvested equity awards would have become
vested. Based on the value of our stock on December 31, 2007, the value of Mr. Taylor’s unvested shares of
restricted stock was $29,182.

Ms. Orr’s Employment Arrangements

The term of Ms. Orr's employment commenced on May 15, 2006. Pursuant to the terms of a term sheet
agreed upon at that time, during her employment as Vice President, General Counsel and Secretary of the
Company, Ms. Omr received an annual base salary in the amount of $275,000 during her first year of employment
{from May 15, 2006 1o May 14, 2007) and will receive $300,000 during her second year of employment (from
May 15, 2007 to May 14, 2008). Ms. Orr will also be eligible 1o receive an annual bonus for each year completed
during the term of her employment, which will be subject to review by the Committee of Ms. Orr’s performance.
Ms. Orr’s warget incentive bonus opportunity will be between $75,000 and $100,000 in each of the two years.

In addition, the Company granted to Ms. Orr 25,000 shares of restricted stock under the Company’s
Long-Term Incentive Plan on May 16, 2006. The restricted stock was granted pursuant 1o the terms and
conditions of the Company’s form of restricted stock agreement and vests ratably in one-third portions on each of
the first, second and third anniversaries of the dates of grant.

In the event Ms. Orr's employment is terminated for any reason other than “for cause™, within one year of
the closing of the Merger transaction contemplated by the ABC Radio Merger Agreement {which occurred on
June 12, 2007), then (i) Ms. Orr would receive a severance payment in the amount of one year of Ms. Orr’s then
current base salary and (i) all outstanding shares of restricted stock held by Ms. Orr would immediately vest.

The value of these benefits assuming Ms. Orr's termination without “cause” on December 31, 2007 was
approximately $385,832. In addition, upon Ms. Orr's termination due 1o her death or disability, by the Company
without “cause” or by Ms. Orr with “good reason”, all unvested equity awards would have become vested, Based
on the value of our stock on December 31, 2007, the value of Ms. Orr’s unvested shares of restricted stock was
$85,832.

Ms. Ellis’ Equity Awards

With the exception of outstanding equity awards, Ms. Ellis is not a party (0 any agreements that provide
benefits upon a Change in Control. Upon Ms. EBis’ termination due to her death or disability, by the Company
without “cause” and/or by Ms. Ellis with “good reason™ (as defined in the grant agreements), her unvested shares
of restricted stock would have become vested. Based on the value of our stock on December 31, 2007, the value
of Ms. Ellis’ unvested performance shares was $3(09,000.

Ms. Straiford’s Equity Awards

With the exception of outstanding equity awards, Ms, Stratford is not a party to any agreements that provide
benefits upon a Change in Control. Upon Ms. Stratford’s termination due to her death or disability, by the
Company without “cause” or by Ms. Stratford with “good reason” (as defined in the grant agreements), her
unvested shares of restricted stock would have become vested. Based on the value of our stock on December 31,
2007, the value of Ms. Stratford’s unvested performance shares and unvested shares of restricted stock was
$103,000.
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QOutstanding Equity Awards at Fiscal Year End Table

The table below summarizes the awards under the Company's equity incentive plans for each named

executive officer outstanding as of the end of the fiscal year ended December 31, 2007.

Option Awards Stock Awards
Equity
. Incentive
Equity Plan
Incentive  Awards:
Equity Plan Market or
Incentive Awards: Payout
Plan Number of Value of
: Awards: Market Unearmed ~ Uncarned
m&f&g m‘m’ig Number of Nomberof Valueof  Shares, Shares,
Underlying  Underlyin Securities Shoresor Shareser Unlisor Units or
Unexcrcise% Unexe rglse% Underlying Unitsof  Units of Other Other
Outions Options Unexercised Option Stock That Stock That Rights That Rights That
p(#) p(#] Unearned Exercise Option Have Not Have Not HaveNot  Have Not
. Options Price Expiration Vested Vested |, Vested ~  Vested
P!
Name Exercisable Unexcreisable (£)] $) Date #) ($) # ($)
Farid Suleman{6} ..... 22500{1) 225.000(1) K  — 13.64 272472015 — - 416,666(10) 858332
— —_ — —_ _ —_ 565,997(11) 1,165,954
Robert G. Freedline .. T1,208(2) 142,417(2) —_ 6.87 572672010 66,667(7) 137,334 — _—
. — (12) 187.203(12) —_ 598 52672017  117,371(13) 241,784 — —_
Judith A, Ellis . ...... 100,000(3) — (N - 16.00 2/15/2013 -, - 50.000(11) 103.000
93,750(4) 3_I.250(4) . - 1920 27372014 — - 100,000014) 206,000
62.500(1) 62,500(1) — 13.64 272472005 — — —_ -
Jacquelyn L. Om ..., — - - — —  16566(8) 34332 — -
- —_ —_ — — 25,000¢15) 51,500 — —
Patricia Stratford . ...  10,000(5) — (B — 16.00 5232013 — — 25000011y 51500
7.500(4) 2,500(4) — 19.20 232014 25,000(15) 51,500 —_ —
7,500(1) 7.500(1}) — 13.64 272472015 — -— — —
Randy L. Taylor ... .. - - — — - 6,666(9) 13,732 — —
_ - — - - 7,500(15) 15,450 - —
(1} Stock options vest in four equal portions annually on February 24, 2006, 2007, 2008 and 2009.
{2} Siock options vest in three cqual portions annually on May 25, 2007, 2008 und 2009. Mr. Freedline resigned from the Company effective

(3}
4
(5)
(6)

m

(E)
9

January 31, 2008, and the options were cancelled.

Stock options vest in four equal portions annually on Febniary 15, 2004, 2005, 2006 and 2007.

Stock options vest in four equal portions annually on February 3, 2005, 2006, 2007 and 2008.

Stock options vest in four equal portions annually on Moy 23, 2004, 2005, 2006 and 2007, ‘

The 2.868.006 fully vested restricted stock units were issued outside of the Long-Term Incentive Plan. m restricted stock units were
fully vested upon the grant date of March 16, 2006, and the 1,434,003 undistributed restricied stock units will be disiributed on
March 16, 2008. ‘

Shares vest in two equal portions annually on May 25, 2008 and 2009. Mr. Freedline resigned from the Company effective January 31,
2008, end the unvested shares of restricted stock were cancelled.

Shares vest in two equal portions annually on May 15, 2008 and 2009.

Shares vest in two equal portions annually on November 6, 2008 and 2005,

{10) Shares vest on October 1, 2008 and are subject to the Company’s satisfaction of certain performance objectives and continuous

employment with the Company through the vesting date.

(11) Shares vest on March 16, 2008 und are subject to the Company s satisfaction of certain performance objectives and continuous

employment with the Company through the vesting date.

{12) Stock options vest in three equal portions annually on May 25, 2008, 2009 ard 2010. Mr. Freedline resigned from the Company effective

January 31, 2008, und the options were cancelled.

{13} Shares ves! in three equal portions annually on May 25, 2008, 2009 and 2010. Mr. Freedline resigned from the Company cffective

January 31, 2008, and the unvested shares of restricted stock were cancelled.

(14) Shares vest in three equal portions annually on March 22, 2008, 2009 and 2010 and are subject to the Company's satisfaction of centain

performance objectives and continuous employment with the Company through the vesiing dates.

{15} Shares vest in three equal portions anaually on March 22, 2008, 2000 and 2010.
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Option Exercises and Stock Vested Table

The table below summarizes vesting of shares of nonvested stock during the year ended December 31, 2007.
There were no exercises of stock options during the year ended December 31, 2007.

Option Awards Stock Awurds
Number of Shares Value Realized on~ Number of Shares  Value Realized on
Acquired on Exercise Exercise Acguired on Vesting Vesting

Vesling Date # [43] ] ()
Farid Suleman(l) .... 1/3/2007 N/A N/A 416,667 4,195,837
11/1672007 NIA N/A 416,667 912,501
. 362007 N/A N/A 565,997 5,473,191
Robert G. Freedline .,  5/25/2007 N/A N/A 33,333 283,997
Judith ALENis ....... 3162007 N/A N/A 50,000 483,500
Jacquelyn J. Orr ... 5/15/2007 N/A N/A 8,334 69,172
Patricia Stratford . ... 3/16/2007 - N/A N/A 25,000 241,750
Randy L. Taylor ... .. 11/6/2007 N/A N/A 3,334 8,035

(1) 2,868,006 fully vested restricted stock units were issued outside of the Long-Term Incentive Plan. The
restricted stock units were fully vested upon the grant date of March 16, 2006 and 1,434,003 restricted stock
units were distributed on March 16, 2007 with a realized value of $13,866,809.

Director Compensation Table

The table below provides information concerning the compensation of the Company's directors for the
fiscal year ended December 31, 2007. The table below does not include information with respect to the
Company’s chairman of the Board and CEO, Mr. Suleman, as he is aiso a named executive officer of the
Compuny. Mr. Suleman is not compensated for his service as a director of the Company.

Change in
Pension Value

and
Non-Equity  Nonqualified

Stock Option Incentive Plan Deferred All Other
Fees Awards  Awards Compensation Compensation Campensation
Name Puid ($)(6) ($X7) ($)(8) ($) Earnings (§) ($)(5) Totat ($)
Katherine Brown(l) ..... .. 40,000 — — —_ — 18,219 58,219
J. Amheny Forstmana ....... 50,000 — — — — 18,219 68,219
Theodore J. Forstmann ... ... —_ —_ -— —_ — —_ _
Michael A. Miles .......... 70,000 — —_ — .= 18,219 88,219
Michael J. Regan(2) ........ 50,000 84,700(4) — — —_ 24,631 159,331
Thomas V. Reifenheiser(3) . . . — — — — — —_ —_
Charles P.Rose ............ 50,000 —_ — - — 18,219 68,219
Herbert J. Siegel ........... 57,500 — — —_ — 18.219 75,719
Wayne T. Smith ........... 65,000 — —_ — — 18,219 83,219

(1) Ms. Brown resigned from the Board of Directors effective June 30, 2007.

(2) Mr. Regan became a member of the Board of Directors effective February 28, 2007.

(3) Mr. Reifenheiser became a member of the Board of Directors effective November 30, 2007,

(4) Stock award compensation is based on 10,000 unvested shares granted on May 22, 2007 at a closing stock
price of $8.47 that vest in three egual portions annually, on each of the annual meetings of stockholders of
the Company, with the first one-third vesting as of the Annual Meeting, subject to the director’s continuous
service to the Company through the business day immediately preceding such annual meeting.

(5) Other compensation represents dividends received on unvested restricted shares.

(6) Effeciive May 24, 2006, in consideration for his or her services as a member of the Company’s Board of
Directors, each Director receives an annual fee of $50,000, 32,500 for each committee meeting he or she
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attends, and $5.000 annually if he or she serves as a committee chairperson. The Company does not
compensate committee members for every meeting attended; rather, compensation is paid lo committee
members based upon attendance at certain predetermined meelings.

(7) The aggregate number of unvested stock awards held by each director as of December 31, 2007 is as follows:

J.Anthony FOrSIMann .. .......o.uiieinroreinenn it ane 6,666
Michael A, Miles ... ... ... i i T 6,666
MIChael J. REQAM .\ vt v e ne e ee e tiae e et e i ia e e e 10,000
Thomas V. Reifenheiser . .. ...t e —

Charles PoROSE ... v vttt it ieien v innt e e et raanrraa e 6,666
Herbert J. STeel oo oo oo ettt ettt e 6,666
Wayne T, Smith .. ... i e 6,666

(8) The aggregate number of stock option awards held by each director as of December 31, 2007 is as follows:

JoANthony FOrSIMAND . ....uiu it 50,000
Michael A. MilES ...t it e 60,000
Michael L REZUN ..ttt e —

Thomas V. Reifenheiser . . ... ... i -

CHArles P ROSE . ..ottt ittt s ettt ras 50,000
Herbert J. Siegel .. ..o e 50,000
Wayne T.Smith L. .. e —

Securities Authorized for Issuance Under Equity Compensation Plans
Equity Compensation Plan Information

The following tables set forth, as of December 31, 2007, the number of shares of common stock that are
issuable upon the exercise of stock options outstanding and upon vesting of nonvested shares of common stock or
common stock units of the Company under the Plan and the Walt Disney Company Rollover Equity Agreements
(the “ABC Rollover Plan™).

Weighted Average
Number of Shures to be  Exerclse Price of
Issued Upon Outstanding
Exercise of Qutstanding Options,
Optlon, Warranlis and Warrants and
Plan Category Rights Rights
Equity Compensation Plans Approved by Stockholders
2002 Long-Term Incentive Plan . ...............ovviiits 4,117,343 515.14
ABCRolloverPlan ... ... e i 9,094,777 $ 5.37
Equity Compensation Plans Not Approved by Stockholders
NOME .ottt re it e — —_
0 v 71 IR U G 13,212,120
Number of Sharcs to be
Issued Upon Vesting of  Weighted Average
Nonvested Shares or Grant Date Fair
Plan Calegory Nonvested Share Unils Value
Equity Compensation Plans Approved by Stockholders
2002 Long-Term Incentive Plan ....................coovn.t. 1,971,515 $10.92
ABCRollover Plan . ... ..ottt iiaaeanns 3,137,804 $ 590
Equity Compensation Plans Not Approved by Stockholders
oY 11 — —_
S 1| A PR 5,109,409




As of December 31, 2007, the total number of shares of common stock that remain authorized, reserved, and
available for issuance under the 2002 Long-Term Incentive Plan and the ABC Rollover Plan was 10,170,360 and
2,767,329, respeciively, not including shares underlying outstanding grants.

The Company also granted 2.868.006 fully vested stock units, of which 1,434,003 remain subject to a
deferred distribution date. to its Chief Execunive Officer under a written agreement dated April 23, 2002, as
amended on June 4, 2002,

On November 16, 2007, the Commiilee approved amendments to the Company's Form of Stock Option
Agreement under the Plan by extending the period of time under which options under the Plan may be exercised
upon the death of an employee to one year foliowing such event. The amended Form of Stock Option Agreement
is filed with the Company's Annual Repon as Exhibit 10.9 on Form 10-K, which was filed with the SEC on
February 29, 2008.
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OTHER MATTERS

The expenses of printing and mailing the E-Proxy Notices and any other proxy materials, including
expenses involved in forwarding materials to beneficial owners of stock, will be paid by the Company. No
solicitation other than by mail or pursuant 10 Rule 14a-6 of SEC Regulation 14A is contemplated. The Company
will reimburse brokers, banks, institutions and others holding common stock of the Company as nominees for
their expenses in sending proxy solicitation material to the beneficial owners of such common stock of the
Company and obtaining their proxies.

Eligible beneficial stockholders who share a single address may have received a notification that only one
copy of the E-Proxy Notice and other proxy materials, as requested, will be sent to that address unless the broker,
bank, institutions or other nominee that provided the notification received contrary instructions from any
beneficial stockholder at that address. This practice, known as “*houscholding,” is designed to reduce printing and
mailing costs. However, if a beneficial stockholder at such an address wishes to receive a scparale copy of the
E-Proxy Notice and other proxy materials this year of in the future, the stockholder may call (800) 542-1061 o
“opt-out” of the houscholding program. Eligible registered stockholders receiving multiple copies of these
documents can request householding by contacting BNY Metlon Sharcowner Services at (877) 277-9935.
Persons holding shares through a bank, broker, instilutions or other nominee can request householding by
contacting the nominee.
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PROPOSAL 1—ELECTION OF CLASS 11 DIRECTORS

The Board of Directors recommends that you vote FOR the election of the nominees (o serve as Class Il
directors on the Company’s Board of Directors.

Board of Directors

The Company’s Board of Directors is currently composed of nine directors.

The Company’s amended and restated certificate of incorporation provides for a classified Board of -
Directors consisting of three classes. Each class consists, as nearly as possible, of one-third of the total number of
directors constituting the entire Board. At each annual meeting of stockholders, successors 1o the class of
directors whose term expires at that annual meeting will be elected for a three-year term and until their respective
successors are elected and qualified. A director may only be removed with cause by the affirmative vote of the
holders of a majority of the outstanding shares of capital stock entitled 10 vote in the election of directors, voting
together as a single class.

Nominees

Upon the recommendation of the Company’s nominating/corporate governance commitiee and the Board of
Directors, the following three directors listed in the table below are nominated for election to serve as Class 11
directors for a term of three years expiring at the annual meeting of stockholders in 2011 or when their respective
successors are elected and qualified. If any of the nominees are unable to serve or refuse to serve as directors, an
event which the Board does not anticipate, the proxies will be voted in favor of such other person(s), if any, as
the Board of Directors may designate. A plurality of the votes cast at the Annual Meeting will elect each Class I
director. Stockholders may not grant a proxy for a greater number of persons than three, which is the number of
nominees identified herein.

Name Age Pgsition

Michael ). Regan .......... 65  Director (Class IT)
Thomas V. Reifenheiser ... 72 Director {Class 1)
Herbert I. Siegel ... ....... 79  Director (Class 1)

Michael J. Regan has been a Director of the Company since 2007. Mr. Regan (age 65) i5 a former Vice
Chairman and Chief Administrative Officer of KPMG LLP and was the lead audit partner for many Fortune 500
companies during his 40 year tenure with KPMG. Mr. Regan is a member of the board of managers of Allied
Security Holdings LLC and serves on its audit commitiee. He also is a director of Scientific Games Corporation
and serves on its audit committee. Mr. Regan is a member of the Board of Trustees of Manhattan College.

Thomas V. Reifenheiser has been a Director since 2007, Mr. Reifenheiser (age 72) served as Managing
Director and Group Exccutive for the Global Media and Telecom Group of Chase Sccurities Inc. (“Chase”™) from
1977 untit 2000. He joined Chase in 1963 and was the Global Media and Telecom Group Executive since 1977.
Mr. Reifenheiser is a member of the board of directors and also serves as a member of the sudit commiuee of
Lamar Adventising Company, Medizcom Communications Corporation and Cableviston Systems Corporalion.

Herbert J. Siegel has been a Director since 2003, Mr. Siegel (sge 79) was Chairman of the Board and
President of Chris-Craft Industries, Inc, and Chairman of the Board of BHC Communications, Inc. until July
2001, when the two companies were acquired by The News Corporation Limited. Mr. Siegel was a senior advisor
to The News Corporation Limited. He is currently a consultant to News America, Inc. Mr, Siegel is also a
director of IMG Worldwide Holdings Inc.
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Incumbent Directors

The remaining incumbent directors, whose terms of office are not expiring, are as follows:

Na_me E Pesition

J. Anthony Forstmann ... ... 69  Director (Class I)

Theodore J. Forstmann .. ... 68  Director {Class II)

Michael A. Miles ......... 68  Director (Class I11)

Charles P. Rose, Jr. . ....... 66  Director (Class I)

Wayne T. Smith .......... 62  Director (Class I)

Farid Suleman ............ $6  Chief Executive Officer and Chairman of the Board (Class i)

The current terms of the Class I and Class 111 directors expire on the dates of the 2010 and 2009 annual
meetings of stockholders, respectively, or when their respective successors are elected and qualified.

J. Anthony Foerstmann has been a Director since 2001. Mr. Forsimann (age 69) has been a Managing
Director of J.A. Forstmann & Co., a merchant banking firm, since October 1987. In 1968, he co-founded
Forstmann-Leff Associates, an institutional money management firm with $6 billion in assets. He is a special
limited partner of Forstmann Little & Co. He is the brother of Theodore J. Forstmann.

Theodore J. Forstmann has been a Director since 2001. Mr. Forstmann (age 68) has been a general partner
of FLC XXXII Partnership, L.P. and FLC XXXIII Partnership, L.P. since the partnerships’ inceptions, and he
co-founded Forstmann Litile & Co. in 1978. Mr. Forstmann is a director of IMG Worldwide Holdings, Inc., 24
Hour Fitness Worldwide, Inc. and ENK Holdings LLC. He was also a director of McLeodUSA Incorporated until
December 2005. He is the brother of J. Anthony Forstmann.

Michael A. Miles has been a Director since 2001. Mr. Miles (age 68) served as Chairman and Chief
Executive Officer of Philip Morris Companies, Inc. from 1991 to 1994. He is also 2 director of AMR
Corporation, Dell Inc. and Time Warner Inc. He is also a special limited pariner of Forstmann Little & Co. and
serves on the Forstmann Liitle advisory board.

Charles P. Ruse, Jr. has been a Director since 2003. Mr. Rose (age 66) currently serves as executive
producer, executive editor and host of Charlie Rose, a nightly one-hour interview program on the PBS television
network, which premiered in 1991. From 1998 until late 2005, Mr. Rose also served as a correspondent for the
CBS television network news program 60 Minutes 11.”

Wayne T. Smith has been a Director since 2006. Mr. Smith (age 62) is Chairman of the Board, President
and Chief Executive Officer of Community Health Systems, Inc. (“CHS"), which owns and operates 126 full-
service, acute care hospitals in 28 states. Prior 1o joining CHS, Mr. Smith was with Humana Inc. for 23 years. He
served as President and Chief Operating Officer of Humana Inc. and was also a member of their board of
directors. Prior 10 his tenure as President and Chief Operating Officer, Mr. Smith held a wide vaniety of senior
management positions with Humana Inc. Mr. Smith serves on the Boards of Praxair, Inc.; the Nashville Health
Care Council: and the Federation of America's Hospitals, for which he was also the 2003 Chairman. Mr. Smith is
a former director of the American Association of Health Plans and the Health Insurance Association of America.
He also serves as advisor to numerous other healthcare related entities. Mr. Smith also serves on the Board of 24
Hour Fitness Worldwide, Inc. and is a limited partner of certain affiliated partnerships of Forstmann Little & Co.

Farid Suleman is the Company’s Chairman of the Board and Chief Executive Officer. Mr. Suleman (age 56)
joined the Company in March 2002. Prior to joining the Company, from February 2001 to February 2002,
Mr. Suleman was President and Chief Executive Officer of Infinity Broadcasting Corp., one of the largest radio and
outdoor advertising companies in the United States. He was Executive Vice President, Chief Financial Officer,
Treasurer and a director of Infinity Broadcasting from September 1998 to February 2001 when Infinity
Broadcasting was acquired by Viacom Inc. Mr. Suleman was a director of Westwood One, Inc. until February 22,
2006. Mr. Suleman was special limited partner of Forstmann Little & Co. from March 2002 until June 2007.
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PROPOSAL 2—APPOINTMENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTANTS

The audit commitiee has appointed the firm of Deloitte & Touche LLP, independent registered public
accountants, as the Company’s independent registered public accountunts for the year ending December 31, 2008,

The Board of Directors recommends that stockholders vote FOR the ratification of the appointment of
Deloitte & Touche LLP as independent registered public accountants in this Proposal 2.

Representation of Independent Registered Accountants at Annual Meeting

A representative of Deloitte & Touche LLP will be present at the Annual Meeting, will be offered the
opportunity to make a statement if he or she desires to do so, and will be available to respond to appropriate
questions,

Audit Fees

Deloiue & Touche LLP was engaged as the Company’s independent registered public accountants for the
year ended December 31, 2007. The aggregate fees and out-of-pocket expenses billed by Deloitte & Touche LLP
for professional services rendered for the audit of the Company’s annual consolidated financial statements and
the audit of management’s report on internal controls for the fiscal years ended December 31, 2007 and 2006 and
for the reviews of the financial statements included in the Company's quarterly reports on Form 10-Q for each
year ended December 31, 2007 and 2006 were approximately $1,550,000 and $730,000, respectively.

Audit-Related Fees '

The aggregaie fees and out-of-pocket expenses billed by Deloiue & Touche LLP for professional services
rendered for the audit of the Company’s 401(k) plan for the years ended December 31, 2007 and 2006, as well as
the implementation of FASB Interpretation No. 48. Accounting for Uncertainty in Income Taxes—an
interpretation of FASE Statement No. 109, which was effective for the Company January 1, 2007, were
approximately $63,000 and $32,000, respectively.

Tax Fees

The aggregate fees and out-of-pocket expenses billed by Deloitte & Touche LLP for professional services
rendered in connection with tax compliance, tax advice, and tax planaing for the years ended December 31, 2007
and 2006 were approximately $127,000 and $155,000, respectively.

All Other Fees

The aggregate fees and out-of-pocket expenses billed by Deloiue & Touche LLP for professional services
rendered in conjunction with the ABC Radio Merger Agreement for the year ended December 31, 2007 and 2006
were approximately $357,000 and $503,000, respectively.

Pre-Approval Pelicies and Procedures

The audit commitiee has adopted policies and procedures requiring audil commitice review and approval in
advance of al! particular engagements for services provided by the Company’s independent registered public
accountants, Prior to rendering any audit and non-audit professional services, Deloitte & Touche LLP discusses
such services with the audit committee, and the commiitee pre-approves the scope of such services and the
rebated estimated fees. The scope of all audit and non-uudit services rendered by Deloitte & Touche LLP during
the year ended December 31, 2007 was pre-approved by the audit commitiee.

During the approval process, the audit commitiee considers the impact of the scope of services and the
related fees on the independence of the auditor. The services and fees must be deemed compatible with the
maintenance of the auditor’s independence, including compharnce with the SEC rules and regulutions.
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SUBMISSION OF STOCKHOLDERS PROPOSALS

It is anticipated that the 2009 annual meeting of stockholders of the Compuny will be held in May 2009.
Any stockholders who intend to present proposals at the 2009 annual meeting of stockholders, and who wish to
have such proposals included in the Company’s Proxy Statement for the 2009 annual meeting, must ensure that
such proposals are received by the Secretary ‘of the Company not later than January 19, 2009. Such proposals
must meet the requirements set forth in the rules and regulations of the SEC in order 10 be eligible for inclusion
in the Company's 2009 proxy solicitation material. Any proposals should be sent to the Secretary. Citadel
Broadcasting Corporation, 7201 West Luke Mead Boulevard, Suite 400, Las Vegas, Nevada 89128,

In addition, the Company's by-laws provide that stockholders seeking to bring business before an annual
meeting of stockholders or to nominate candidates for election as directors at an annual meeting of stockholders,
must provide timely notice thereof in writing 1o the Secretary of the Company. To be timely, a stockholder’s
notice generally must be delivered to or mailed and received at the principal executive office of the Company.
not less than 45 days nor more than 75 days prior 1o the first anniversary of the date on which the Company first
mailed its proxy materials for the preceding year’s annual meeting of the stockholders. However, if the date of
the annual meeting is advanced more than 30 days prior to or delayed by more than 30 days after the anniversary
of the preceding year's annual meeting, to be timely, notice must be delivered not later than the close of business
on the later of the 90 day prior to such annual meeting or the 10% day following the day on which the public
announcement of the date of sich meeting is first made. To be in proper written form, the notice must contain
certain information concerning the nominee and the stockholder submitting the nomination. These provisions
may preclude stockholders from bringing matiers before an annual meeting of the stockholders or from making
nominations for directors at an annual meeting of steckholders.

VOTING INSTRUCTIONS

VOTE BY INTERNET

Use the Internet to transmit your voting instructions and for electronic delivery of information up until
11:59 P.M. eastern time on May 18, 2008. Follow the instructions described on the “"Notice of Iniemet
Availability of Proxy Materials,” which was mailed on or about April 4, 2008.

ELECTRONIC DELIVERY OF FUTURE STOCKHOLDER COMMUNICATIONS

If you would like 10 reduce the costs incurred by Citadel Broadcasting Corporation in mailing proxy materials,
you can consent to receiving all future proxy statements, proxy cards and annual reports electronically via email
or the Internet. To sign up for electronic delivery, please follow the instructions above to vote using the Intemet
and, when prompted, indicate that you agree to receive or access stockholder communications electronically in
future years. .

VOTE BY PHONE — (800) 690-6903

Use any touch-tone telephone to transmit your voting instructions up until 11:59 P.M. eastern time on May 18,
2008. Have your proxy card in hand when you call and then follow the instructions.

VOTE BY MAIL

Mark, sign and date your proxy card and retum it in the postage-paid envelope we have provided. If you
vote by [nternet or phone, you do not need to return this card.
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